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Peace in the World 


ACTS, NOT RHETORIC, NEEDED 


By DWIGHT D. EISENHOWER, President of the United States 
Delivered to the American Society of Newspaper Editors, Washington, D. C., April 16, 1953. 


RESIDENT BRYAN, distinguished guests of this asso- 
ciation and ladies and gentlemen 
1 am happy to be here 

I say this and I mean it very sincerely for a number of 
reasons. Not the least of these is the number of friends I 
am honored to count among you 

Over the years we have seen, talked, agreed and argued with 
one another on a vast variety of subjects under circumstances 
no less varied. We have met at home and in distant lands. We 
have been together at times when war seemed endless, at 
times when peace seemed near, at times when peace seemed 
to have eluded us again 

We have met in times of battle, both military and electoral, 
and all these occasions mean to me memories of enduring 
friendship 

I am happy to be here for another reason. 

This occasion calls for my first formal address to the 
American people since assuming the office of the Presidency 
just twelve weeks ago. It is fitting, I think, that I speak to 
you, the editors of America 

You are in such a vital way both representatives of and 
responsible to the people of our country. In great part upon 
you, upon your intelligence, your integrity, your devotion to 
the ideals of freedom and justice themselves depend the under- 
standing and the knowledge with which our people must meet 
the fact of twentieth century life 

Without such understanding and knowledge they would 
be incapable of promoting justice; without them they would 
be incapable of defending freedom. 

Finally, | am happy to be here at this time before this audi- 
ence because I must speak of that issue that comes first of all 
in the hearts and minds of all of us—that issue which most 
urgently challenges and summons the wisdom and the courage 
of our whole people 

This issue is peace 

In this spring of 1953 the free world weighs one question 
above all others: The chance for a just peace—just peace 
for all peoples 


To weigh this chance is to summon instantly to mind another 
recent moment of great decision. It came with that yet more 
hopeful Spring of 1945, bright with the promise of victory 
and of freedom. The hope of all just men in that moment, 
too, was a just and lasting peace. 

The eight years that have passed have seen that hope waver, 
grow dim, and almost die. And the shadow of fear again has 
darkly lengthened across the world. 

Today the hope of free men remains stubborn and brave, 
but it is sternly disciplined by experience. 

It shuns not only all crude counsel of despair, but also the 
self-deceit of easy illusion. 

It weighs the chance for peace with sure, clear knowledge 
of what happened to the vain hope of 1945. 


UNION AND DIVISION 


In the spring of victory, the soldiers of the Western Allies 
met the soldiers of Russia in the center of Europe. They were 
triumphant comrades in arms. Their peoples shared the joyous 
prospect of building, in honor of their dead, the only fitting 


monument—an age of just peace. 

All these war-weary peoples shared, too, this concrete, decent 
purpose: To guard vigilantly against the domination ever again 
of any part of the world by a single, unbridled aggressive 
power 

This common purpose lasted an instant—and perished. The 
nations of the world divided to follow two distinct roads. 

The United States and our valued friends, the other free 
nations, chose one road. 

The leaders of the Soviet Union chose another. 

The way chosen by the United States was plainly marked by 
a few clear precepts which govern its conduct in world affairs. 

FIRST—No ~~ on earth can be held—as a people—to 
be an enemy, for all humanity shares the common hunger for 
peace and fellowship and justice. 

SECOND—No nation’s security and well-being can be last- 
ingly achieved in isolation, but only in effective cooperation 
with fellow-nations. 
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THIRD—Any nation’s right to a form of government and 
an economic system of its own choosing 1s inalienable. 

FOURTH- -Any nation’s attempt to dictate to other nations 
their form of government is indefensible. 

AND FIFTH—A nation’s hope of lasting peace cannot be 
firmly based upon any race in armaments, but rather upon just 
relations and honest understanding with all other nations. 


THE Way TO PEACE 


In the light of these principles, the citizens of the United 
States defined the way they proposed to follow, through the 
aftermath of war, toward true peace. 

This way was faithful to the spirit that inspired the United 
Nations: To prohibit strife, to relieve tensions, to banish fears. 
This way was to control and to reduce armaments. This way 
was to allow all nations to devote their energies and resources 
to the great and good tasks of healing the war's wounds, of 
clothing and feeding and housing the needy, of perfecting a 
just political life, of enjoying the fruits of their own free toil. 

The Soviet Government held a vastly different vision of the 
future. 

In the world of its design, security was to be found—not in 
mutual trust and mutual aid—but in force: Huge armies, sub- 
version, rule of neighbor nations. The goal was power superi- 
ority—at all cost. Security was to be sought by denying it to 
all others. 

The result has been tragic for the world and, for the Soviet 
Union, it has also been ironic. 

The amassing of Soviet power alerted free nations to a 
new danger of aggression. It compelled them in self-defense 
to spend unprecedented money and energy for armaments. It 
forced them to develop weapons of war now capable of in- 
flicting instant and terrible punishment upon any aggressor. 

It instilled in the free nations—and let none doubt this 
the unshakable conviction that, as long as there persists a threat 
to freedom, they must, at any cost, remain armed, strong and 
ready for any risk of war. 

It inspired them—and let none doubt this—to attain a unity 
of purpose and will beyond the power of propaganda or pres- 
sure to break, now or ever. 

There remained, however, one thing essentially unchanged 
and unaffected by Soviet conduct: This unchanged thing was 
the readiness of the free world te welcome sincerely any 
genuine evidence of peaceful purpose enabling all peoples 
again to resume their common quest of just peace. And the 
free world still holds to that purpose. 

The free nations, most solemnly and repeatedly, have assured 
the Soviet Union that their firm association has never had any 
aggressive purpose whatsoever. 

Soviet leaders, however, have seemed to persuade themselves 
—or tried to persuade their people—otherwise. 

And so it come to pass that the Soviet Union itself has 
shared and suffered the very fears it has fostered in the rest 
of the world. 

This has been the way of life forged by eight years of fear 
and force. 

What can the world—or any nation in it—hope for if no 
turning is found on this dread road? 

The worst to be feared and the best to be expected can be 
simply stated. 

The worst is atomic war. 

The best would be this: A life of perpetual fear and tension; 
a burden of arms draining the wealth and the labor of all 
peoples; a wasting of strength that defies the American system 
or the Soviet system or any system to achieve true abundance 
and happiness for the peoples of this earth. 

Every gun that is made, every warship launched, every rocket 
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fired signifies—in the final sense—a theft from those who 
hunger and are not fed, those who are cold and are not clothed 

This world in arms is not spending money alone. 

It is spending the sweat of its laborers, the genius of its sci- 
entists, the hopes of its children. 

The cost of one modern heavy bomber is this: A modern 
brick school in more than 30 cities. 

It is: Two electric power plants, each serving a town of 
60,000 population. 

It is: Two fine, fully equipped hospitals. 

It is: Some 50 miles of concrete highway. 

We pay for a single fighter plane with a half million bushels 
of wheat 

We pay for a single destroyer with new homes that could 
have housed more than 8,000 people. 

Not A Way OF LIFE 

This is—I repeat—the best way of life to be found on the 
road the world has been taking 

This is not a way of life at all, in any true sense. Under 
the cloud of threatening war, it is humanity hanging from a 
cross of iron. 

These plain and cruel truths define the peril and point the 
hope that come with Spring of 1953. 

This is one of those times in the affairs of nations when the 
gravest choices must be made—if there is to be a turning 
toward a just and lasting peace. 

It is a moment that calls upon the governments of the world 
to speak their intentions with simplicity and with honesty. 

It calls upon them to answer the question that stirs the hearts 
of all sane men: Is there no other way the world may live? 

The world knows that an era ended with the death of Joseph 
Stalin. The extraordinary thirty-year span of his rule saw the 
Soviet empire expand to reach from the Baltic Sea to the Sea 
of Japan, finally to dominate 800,000,000 souls. 

The Soviet system shaped by Stalin and his predecessors was 
born of one world war. It survived with stubborn and often 
amazing courage a second world war. It has lived to threaten 
a third. 

New LEADERSHIP 


Now a new leadership has assumed power in the Soviet 
Union. Its links to the past, however strong, cannot bind it 
completely. Its future is, in great part, its own to make. 

This new leadership confronts a free world aroused, as 
rarely in its history, by the will to stay free. 


This free world knows—out of the bitter wisdom of experi 
ence—that vigilance and sacrifice are the price of liberty. 

It knows that the peace and defense of Western Europe 
imperatively demands the unity of purpose and action made 
possible by the North Atlantic Treaty Organization, embracing 
a European Defense Community. 

It knows that western Germany deserves to be a free and 
equal partner in this community; and that this, for Germany, 
is the only safe way to full, final unity. 

It knows that aggression in Korea and in Southeast Asia are 
threats to the whole free community to be met by united action. 

This is the kind of free world which the new Soviet leader 
ship confronts. It is a world that demands and expects the 
fullest respect of its rights and interests. It is a world that will 
always accord the same respect to all others. 

So the new Soviet leadership now has a precious opportunity 
to awaken, with the rest of the world, to a point of peril 
reached, and to help turn the tide of history. 

Will it do this? 

We do not yet know. Recent statements and gestures of 
Soviet leaders give some evidence that they may recognize this 
critical moment 
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We welcome every honest act of peace. 

We care nothing for mere rhetoric. 

We care only for sincerity of peaceful purpose—attested by 
deeds. The opportunities for such deeds are many. The per 
formance of a great number of them waits upon no complex 
protocol but upon the simple will to do them. 

Even a few such clear and specific acts—such as the Soviet 
Union's signature upon an Austrian treaty, or its release of 
thousands of prisoners still held from World War Il—would 
be impressive signs of sincere intent. They would carry a 
power of persuasion not to be matched by any amount of 
oratory 

This we do know: A world that begins to witness the re 
birth of trust among nations can find its way to a peace that 
is neither partial nor punitive 

With all who will work in good faith toward such a peace, 
we are ready —with renewed resolve—to strive to redeem the 
near-lost hopes of our day 

The first great step along this way must be the conclusion 
of an honorable armistice in Korea. 

This means the immediate cessation of hostilities and the 
prompt initiation of political discussions leading to the holding 
of free elections in a united Korea. 

It should mean—no less importantly—an end to the direct 
and indirect attacks upon the security of Indo-China and 
Malaya. For any armistice in Korea that merely released 
aggressive armies to attack elsewhere would be a fraud. 

We seek throughout Asia, as throughout the world, a peace 
that is true and total 

Out of this can grow a still wider task—the achieving of 
just political settlements for the other serious and specific 
issues between the free world and the Soviet Union. 

None of these issues, great or small, is insoluble—given only 
the will to respect the rights of all nations. 

Again we say: The United States is ready to assume its 
just part 

We have already done all within our power te speed con- 
clusion of a treaty with Austria which will free that country 
from economic exploitation and from occupation. by foreign 
troops 

We are ready not only to press forward with the present 
plans for closer unity of the nations of western Europe but 
also, upon that foundation, to strive to foster a broader Euro 
pean community, conducive to the free movement of persons, 
of trade, and of ideas 

This community would include a free and united Germany, 
with a government based upon tree and secret ballot. 

This free community and the full independence of the East 
European nations could mean the end of the present un- 
natural division of Europe 

As progress in all these areas strengthens world trust, we 
could proceed concurrently with the next great work—the 
reduction of the burden of armaments now weighing upon 
the world. To this end, we would welcome and enter into the 
most solemn agreements. These could properly include 

1. The limitation, by absolute numbers or by an agreed inter- 
national ratio, of the sizes of the military and security forces 
of all nations 

2. A commitment by all nations to set an agreed limit upon 
that proportion of total production of certain strategic materials 
to be devoted to military purposes. 

3. International control of atomic energy to promote its 
use for peaceful purposes only, and to ensure the prohibition 
of atomic weapons. 
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4. A limitation or prohibition of other categories of weapons 
of great destructiveness. 

5. The enforcement of all these agreed limitations and pro- 
hibitions by adequate safeguards, including a practical system 
of inspection ~ = the United Nations. 


The details of such disarmament programs are manifestly 
critical and complex. Neither the United States nor any other 
nation can properly claim to possess a perfect, immutable 
formula. But the formula matters less than the faith—the good 
faith without which no formula can work justly and effectively. 


A New KIND oF WAR 


The fruit of success in all these tasks would present the 
world with the greatest task—and the greatest opportunity— 
of all. It is this: The dedication of the energies, the resources 
and the imaginations of all peaceful nations to a new kind of 
war. This would be a declared, total war, not upon any human 
enemy, but upon the brute forces of poverty sad vend. 

The peace we seek, founded upon decent trust and co- 
operative effort among nations, can be fortified—not by 
weapons of war—but by wheat and by cotton; by milk and by 
wool; by meat and by timber, and by rice. 

These are words that translate into every language on earth. 

These are needs that challenge this world in arms. 

This idea of a just and peaceful world is not new or strange 
to us. It inspired the people of the United States to initiate 
the European Recovery Program in 1947. That program was 
prepared to treat, with equal concern, the needs of Eastern 
and Western Europe. 

We are prepared to reaffirm, with the most concrete evi- 
dence, our Sellen to help build a world in which all peoples 
can be productive and prosperous. 

This Government is ready to ask its people to join with all 
nations in devoting a substantial percentage of any savings 
achieved by real disarmament to a fund for world aid and 
reconstruction. The purposes of this great work would be: To 
help other peoples to meth the undeveloped areas of the 
world, to stimulate profitable and fair world trade, to assist all 
peoples to know the blessings of productive freedom. 

The monuments to this new kind of war would be these: 
Roads and schools, hospitals and homes, food and health. 

We are ready, in short, to dedicate our strength to serving 
the needs, rather than the fears, of the world. 

I know of nothing I can add to make plainer the sincere 
purpose of the United States. 

I know of no course, other than that marked by these and 
similar actions, that can be called the highway of peace. 

I know of only one question upon which progress waits. 
It is this: 

What is the Soviet Union ready to do? 

Whatever the answer may be, let it be plainly spoken. 

Again we say: The hunger for peace is too great, the hour 
in history too late, for any government to mock men’s hopes 
with mere words and promises and gestures. 

Is the new leadership of the Soviet Union .prepared to use 
its decisive influence in the Communist world—including con- 
trol of the flow of arms—to bring not merely an expedient 
truce in Korea but genuine peace in Asia? 

Is it prepared to allow other nations, including those of 
Eastern Europe, the free choice of their own forms of govern- 
ment ? 

Is it prepared to act in concert with others upon serious dis- 
armament proposals ? 

If not—where then is the concrete evidence of the Soviet 
Union's concern for peace? 
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THE Test 1s CLEAR 


There is, before all peoples, a precious chance to turn the 
black tide of events. 

If we failed to strive to seize this chance, the judgment of 
future ages would be harsh and just. 

If we strive but fail, and the world remains armed against 
itself it at least need be divided no longer in its clear knowl- 
edge of who has condemned humankind to this fate. 

The my of the United States, in stating these proposals, 
is simple and clear. 
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These proposals spring—without ulterior purpose or politi- 
cal passion—from our calm conviction that the hunger for 
just peace is in the hearts of all peoples—those of Russia and 
of China no less than of our own country. 

They conform to our firm faith that God created men to 
enjoy, not destroy, the fruits of the earth and of their own toil. 

They aspire to this: The lifting from the backs and from 
the hearts of men, of their burden of arms and of fears, so 
that they may find before them a golden age of freedom and 
of peace. 


THE EISENHOWER FOREIGN POLICY 


A WORLD-WIDE PEACE OFFENSIVE 


By JOHN FOSTER DULLES, Secretary of State, United States 
Delivered to the American Society of Newspaper Editors, Washington, D. C. April 18, 1953 


opened the door to the mansion of peace. He invited 
the Soviet Union to come in. That invitation was not 
mere rhetoric. Its timing was not chosen at hazard. It marked 
a planned stage in the evolution of the Eisenhower foreign 
policy. The speech really had its beginning when President 
Eisenhower took office, which was ninety days ago tomorrow. 

The words which President Eisenhower uttered might have 
been uttered at any time during these past ninety days. But 
these words gained immensely in significance because they 
came against a background of cohesive, positive action. 

When President Eisenhower first took office, a plea for peace 
such as he made this week might have been interpreted as a 
sign of weakness or a mere gesture of sentimentality. In order 
that such a plea should carry maximum impact, it was first 
necessary to demonstrate to the world, and to Soviet leaders 
in particular, President Eisenhower's will and — to 
develop foreign policies so firm, so fair, so just, that the Soviet 
leaders might find it expedient to live with these policies 
rather than to live against them. 

I should like briefly to review this ninety-day period, which 
had as its climax the Presidert’s historical address. 

One of the worries of the free world, and one of the hopes 
of the Soviet world, has been disunity in Western Lurope. For 
example, it would be particularly disastrous for the West if 
Franco-German antagonism were revived. That would indeed 
afford Soviet intrigue a fertile field of operation. 

The Continental European countries themselves, including 
France and Germany, had seen the danger and had devised a 

rogram to meet it. They had proposed to create a European 
Sedense Community, the members of which would merge their 
military power into a single force. A treaty to this effect was 
signed nearly a year ago. It was contemplated by the treaty 
that it would be ratified and come into force within six months. 
But, following the signatures of the treaty, nothing happened. 
Last January, it seemed that the project was dying. 

The President, out of his own intimate knowledge of Euro- 
pean conditions, felt that our Government should indicate its 
deep concern and point out that failure to realize the European 
Defense Community could mean collapse of the hopes and 
efforts that inspired the Marshall Plan, the North Atlantic 
Treaty and the Mutual Security Program. Therefore, on Janu- 
ary 30, just ten days after the President's inaugural, Mr. Stassen 
and I, at the President's request, visited the six European 
Defense Community countries, and also Great Britain. 

As a result of our visit, and the return visits to Washington 
of several European leaders, this project has now been revived. 
It cannot yet be confidentially predicted that it will be realized 
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But it is today the livest single topic before the six Parlia- 
mens of Continental Europe 

The Soviet Union now faces fhe likelihood that Western 
Europe will produce a unified military force, including French 
and Germans. Thus would come to a final end one of the 
hopes from which Soviet imperialism has taken comfort. 

It was never expected that the European Defense Com- 
munity, when created, would alone carry the burdens of making 
Western Europe secure. E. D. C., a community of six, would 
stand within the framework of NATO, a partnership of four- 
teen. This partnership, however, also presented us with urgent 
problems. For most of the members had come to feel that 
the program for NATO represented a type of effort which they 
could not continue indefinitely to bear. 

The United States and its NATO partners had been operat- 
ing on the assumption that the moment of greatest danger 
was some early, predictable date. Therefore, it had been 
reasoned, emergency efforts should be made to meet that date, 
leaving subsequent years for stabilization and recuperation. 

But the Soviet Union did not conveniently relax its threat 
in order-to meet the preconceived timetable of the NATO 
countries. Accordingly, it was found necessary each year to 
prolong the extraordinary exertion and to defer the period of 
stabilization. This spasmodic approach was exhaustive to all 
concerned. Several of our Allies told us that they could not 
hold the present pace without greatly increased help from the 
United States. 

The situation obviously called for a fresh approach. 

Because we did not believe that any specific date of peak 
danger could be reliably forecast; because Soviet communism 
itself professes to operate in terms of ‘an entire historical era” ; 
because new weapons inevitably change the aspect of the mili- 
tary task; because a vigorous and happy society is itself an 
important ingredient of freedom—Tor these reasons we decided 
to find programs which, on the one hand, will provide Europe 
with substantial insurance against being overrun by Soviet 
attack, and which, on the other hand, can, if necessary, be 
sustained for an indefinite period with growing reliance on 
Western Europe's own strength. 

Next week the Secretary of the Treasury, Mr. Humphrey; 
the Secretary of Defense, Mr. Wilson; the Director for Mutual 
Security, Mr. Stassen, and I will go to Paris to meet with the 
other members of the North Atlantic Treaty Organization 
Council. There we shall listen sympathetically to the point 
of view of our partners and together with them concert mili 
tary programs designed to deter attack from without, without 
undermining inner strength. 
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All will know, and I am confident that the Soviet leaders 
know best of all, that what we plan is not greater weakness 
but greater strength. The productivity of the free world is so 
prodigious, its inventiveness so phenomenal, that a military 
aggressor that attacked our free world partnership would be 
doomed to sure defeat 

What we plan is to dissipate another Soviet hope, the hope 
expressed by Stalin when he said that ‘the moment for the 
decisive blow” would come when the opponents of commun- 
ism “have sufficiently weakened themselves in a struggle which 
is beyond their strength * * * "" We do not intend that that 
moment of bankruptcy shall come. 

Let me add that the policy here expressed was determined 
upon without regard to any of the recent Soviet moves. We 
are not dancing to any Russian tune. Nothing that has hap- 

-ned has induced in us a mood of relaxation or any desire to 
weaken NATO. The purpose and the result will be a NATO 
more sure to live and to perform its appointed tasks. 

In the Far East, vigorous policy decisions were also taken 
since the ninety days began. In Korea we embarked upon a 
program to change the complexion of that struggle. As Presi- 
dent Eisenhower told you, we still welcome an armistice, not 
merely to end the fighting but on the assumption that it will 
lead to a peace which accords with the principles of the 
United Nations—and that means a free and united Korea. Of 
course we want peace in Korea. But we do not play the role 
of suppliants. 

We have vastly improved our relations with the national 
Government of China. We now have an Ambassador at 
Taipei, Formosa, the provisional capital. We are speeding 
delivery of military assistance which was woefully in arrears. 
President Eisenhower has changed the instructions to the 
Seventh Fleet so that, while it is still instructed to protect 
Formosa, it is no longer instructed to protect the Chinese 
Communists on the mainland. 

In relation to Indo-China, the French Government and the 
Associated States have been told that we would be favorably 
disposed to giving increased military and financial assistance 
to plans realistically designed to suppress the Communist- 
inspired civil war which for six years has wracked the area 
om seriously drained the metropolitan resources of France. 

We recently announced, in conjunction with the French 
Government, that should the Chinese Communist regime take 
advantage of a Korean armistice to pursue aggressive war else- 
where in the Far East, such action would have the most 
serious consequences and would conflict directly with the 
understanding on which any armistice in Korea was reached. 
That decision was taken prior to the recent revival of pros- 
pects for a Korean armistice. It was part of our efforts to 
anticipate what may happen rather than to catch up with 
what has happened. 

We negotiated with the Governments of Britain, France 
and other maritime powers for tightening of the blockade 
of Communist China. They are taking important practical 
measures to restrict the voyages of their own ships to China 
and to withhold the fuel from ships of other nations which 
are carrying strategic goods to China. 

You can see, as others have seen, that a new order of 
priority and urgency has been given to the Far East. Further, 
it has been made clear that we consider that our Far Eastern 
friends, from Japan, Korea and Formosa, to Indo-China a..J 
Malaya, face a single hostile front, to be met with a common 
purpose and growing cooperation as between the component 
parts of freedom. 

This means that the Communists in the Far East can no 
longer count on winning by shifting their strength and by 
focusing their attacks on one or another free world position 
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that is isolated from the others. The Communist strategy, 
based on a contiguous land mass, is now confronted by a 
growing free world unity based upon the peninsular positions 
and offshore island chains now controlled by the free peoples 
of Asia. 

The Middle East and Latin America, two areas far apart, 
have both been the subject of Communist attempts at infiltra- 
tion. The ground was fertile because these areas have some- 
what Pe pe attention, and, in the case of the Middle East, 
there has developed a spirit of nationalism, which has at times 
grown fanatical in its opposition to the Western Powers. 

As was announced some weeks ago, Mr. Stassen and I have 
been invited by the Governments of more than a dozen 
countries of the Middle East and South Asia to visit them. 
We have accepted and plan to go next month. That is signifi- 
cant, for no United States Secretary of State has ever visited 
any of these countries. It will afford us opportunity to meet 
at first hand many of the leaders and, I hope, to dissipate 
the false impression which Communist propaganda has 
fomented. 

As President Eisenhower announced last Sunday, the State 
Department is organizing a goodwill mission to South 
America which will be headed by the President's brother, Dr. 
Milton Eisenhower. He will personally carry the President's 
sentiments of good will toward the republics and people to the 
south of us. Our new Assistant Secretary for this area is 
already in Central America. 

I have had the pleasure of two meetings, one of the United 
Nations and the other at Washington, with the representatives 
of all twenty of the American republics. 

What we have done, and what we already planned, mark 
a determination to develop better understanding and more 
fellowship, with people whom we know and respect, but 
whose friendship we have taken too much for granted. 
Thereby, we may close another possible avenue of Soviet 
Communist aggression. 

The free peoples are susceptible to Soviet guile because they 
sO passionately want peace that they can readily be attracted 
by illusions of peace. One such illusion is a settlement based 
on the status quo. This present status involves the captivity 
of hundreds of millions of persons of distinctive nationality, 
race, religion and culture. The hardest task of the Soviet 
rulers is to beat this disunity into Communist conformity. If 
that can be done, then tie menace of Soviet communism will 
be immeasurably increased. 

It was of the utmost importance that we should make clear 
to the captive people that we do not accept their captivity 
as a permanent fact of history. If they thought otherwise and 
became hopeless, we would unwittingly have become partners 
to the forging of a hostile power so vast that it would encom- 
pass our destruction. 

President Eisenhower, anticipating some of the events that 
have since occurred, acted immediately after his inauguration to 
propose that our national position should be made clear 
through a solemn resolution concurred in by Congress and the 
President. The Congress has yet to act. However, I am 


persuaded, and I trust that the captive peoples are persuaded, 

that Congress in fact fully shares the point of view that Presi- 

dent Eisenhower expressed. In any event, the Chief Executive 

has formulated his position on this important matter, and by 
lose 


doing so has foreclosed another of the hopes which Soviet 
rulers have optimistically entertained. 

While we have been making these policy decisions, we have 
at the same time been acting to assure that the State Depart- 
ment would be able to make new policies wherever these 
would seem better than the old and to assure a steadily rising 
level of performance. 
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In addition to the new Secretary of State, there are two new 
Under Secretaries, one of whom specializes in administration 
and security matters. There are six new Assistant Secretaries. 
There is a new legal adviser, a new counselor, a new director 
of the International Information Administration, who has 
responsibility for the Voice of America. The whole Policy 
Planning Staff is to go under new directions and be coordinated 
closely with the revitalized National Security Council. 

We are also bringing a fresh vision and new vigor into our 
United Nations mission and into our embassies abroad. The 
chief of the permanent mission to the United Nations, former 
Senator Austin, retired last January after many years of dis- 
tinguished service. He has been succeeded by former Senator 
Henry Cabot Lodge, who now heads the permanent mission. 
His vigor and parliamentary skill already demonstrate that the 
Soviet leaders cannot look forward to using the United Nations 
as a sounding board for propaganda, but that they will have 
to deal in the United Nations with a mobilized body of world 
opinion which is determined that the United Nations shall, 
in fact, serve its avowed purpose to maintain international 
peace and security in conformity with the principles of justice. 


FOREIGN SERVICE AIDES 


New ambassadors are installed or being installed in Great 
Britain, Ireland, France, Italy, Germany, Russia, Spain, Mext- 
co, Brazil, Japan, free China, India and Pakistan. Other 
appointments are in contemplation. 

For the first time in State Department history all our majot 
appointments are subject to F. B. I. fields checks so as to 
eliminate security risks and possibility of hostile infiltration 
into high place. So far as is humanly practical, we are seeing 
to it that Communist agents cannot have access to the State 
Department. 

We are fortunate in having a body of Foreign Service career 
men and women who can be the main reliance of the President 
and myself. They are a permanent and nonpolitical part of 
Government. They became such under the Rogers Act, enacted 
by a Republican Congress during the Administration of Presi- 
dent Coolidge and Secretary Hughes. 

There is a tendency ia some quarters to feel that confidence 
cannot be placed in these career officials because in the past, 
as was their duty, they served under Democrat Presidents and 
Secretaries of State. It is, however, easier than most think for 
our career Foreign Service men and women to adapt them- 
selves to new Stipe leadership. Like career soldiers, 
Foreign Service ofhcers respect and welcome high policy direc- 
tion such as they are getting under President Eisenhower. 
They are, with rare exception, a splendid and patriotic group 
of men and women, with a fine tradition. They are experts, 
trained to analyze and interpret foreign conditions and to 
carry out designated missions, usually of delicacy, sometimes 
of danger. Just as the nation depends, for defense purposes, 
on the graduates of our military and naval academies, so the 
nation, tor foreign services, depends on our career diplomats. 

Our people here at home, our friends abroad and our 
enemies abroad know that we have not only strong foreign 
policies but that we are rapidly molding an organization which 
will be secure and which will be efficient in action. 

I might add as of particular interest to this distinguished 
group of American editors that these foreign policies of which 
I speak are no longer looked upon as state secrets. We are 
determined that the public shall be as fully informed as pos- 
sible, and in the clearest and simplest language possible, about 
what we are doing in the State Department and what our 
foreign policy is. 

I have long felt that, under our form of government, the 
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effectiveness of foreign policy depends in large measure upon 
public understanding and support of it. 

Our conduct has been calmly strong, never truculent nor 
blustering. In the face of it, Soviet leaders gave evidence 
that they were changing their poliices. They initiated what 
presents to you and to me one of the most perplexing problems 
of our times. It is a problem that I think is largely due to a 
misnomer. The Kremlin launched what is commonly called 
a “peace offensive.” Whatever it is that the Kremlin has 
launched—and no one can be sure just yet what it is—it is 
not a peace offensive. It is a peace defensive. 


Basic CHANGE 


It is gratifying that Soviet leaders appear now to have shifted 
from an offensive to a defensive mood. But we cannot yet tell 
whether this represents a basic change or merely a tactical 
shift. It is prudent, for the present, to assume that we are 
witnessing a tactical move of the kind which Soviet com- 
munism has often practiced. 

Stalin, in his classic treatise on “Strategy and Tactics,” 
taught that, from time to time, “concessions” may have to be 
made “in order to buy off a powerful enemy and gain a 
respite.” He went on to explain the necessity of maneuvering 
with a ‘view to effecting a proper retreat when the enemy is 
strong * * *. The object of this strategy is to gain time and 
to accumulate forces in order later to assume the offensive.” 

Is the successor—or should I say, are the successors—fol- 
lowing this strategy of the dead Stalin? 

Whatever the reason and purpose of present Soviet moves, 
the fact is that the Communist leaders seem now disposed to 
grant some things which they formerly denied. 

Last February 22, in an effort to probe the mood of the 
enemy in Korea, we quietly proposed an exchange of sick and 
wounded prisoners of war. Such proposals had frequently 
been made before, without results. This time a result seems 
to be in the making. 

I should perhaps explain, to end some misunderstanding, 
that while under the agreement made we will return many 
more sick and wounded prisoners than we will receive, that 
is because the total number of prisoners which we hold is 
many times the number held by the Communists. The ratio of 
returning sick and wounded to the total prisoners of war held 
is approximately the same for both sides, with a slight 
advantage in our favor. 

It also now appears that the enemy may now want an 
armistice in Korea, after having evaded it for nearly two years. 

In other respects and in other quarters Communist leader- 
ship is making concessions. These are all still minor, but not 
without significance. They suggested to us that the time had 
come to launch a true peace ausies: That, President Eisen- 
hower has done. Soviet leadership is now confronted by the 
Eisenhower tests. Will it meet, one by one, the issues with 
which President Eisenhower has challenged it? If so, will it 
abolish and abandon, in fact as well as in name, the Comin- 
form through which it endlessly conspires to overthrow, from 
within, every genuinely free Government in the world? We 
await the deeds which will give answer to these questions. 
We profoundly hope that these deeds will, in fact, end a black 
chapter of distrust and open a bright new chapter of peace 
and goodwill. 

Some weeks ago when I was at United Nations, I said the 
Stalin era had ended and the Eisenhower era had begun, bring- 
ing with it new hope for all mankind. Already that prediction 
is in process of confirmation. President Eisenhower's address 
is a fact which will inevitably influence the course of history. 
Around the world peoples and Governments have universally 
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welcomed that address. In all the capitals of the free world, 
press and radio have demonstrated an unprecedented, spon 
taneous support for the President's call for a world-wide peace 
offensive and his challenge to the new Soviet leadership to 
back up their words with deeds. That response is not merely 
because of the words the President used, but because what he 
said had its setting in a ninety-day framework. 


VITAL SPEECHES OF THE DAY 


I do not attempt to read the future. That must always 
remain obscure so long as vast power is possessed by men who 
accept no guidance from the moral law. But surely our duty 
is clear. Those who represent a nation with the tradition and 
power of the United States must act boldly and strongly for 
what they believe to be right. The future is for a higher 


verdict. 


Socialization of Electric Power 


THERE MUST BE CHECKS ON GOVERNMENT AS WELL AS PRIVATE ECONOMIC POWERS 
By HERBERT HOOVER, Former President of the United States 
Delivered at the Diamond Jubilee of the Case Institute of Technology, Cleveland, Ohio, April 11, 1953 


dedicated to scientific research and the training of engi- 

neers and scientists. You seek to sharpen their abilities 

and initiative for a climate of free men. It is an appropriate 

time for discussion of some of the forces in our Federal gov- 
ernment which have been destructive of such a climate. 

In the field of Federal electric power we have an example 

of 20 years of creeping socialism with a demonstration of 


r 7 HIS is a celebration of the founding of a great institution 


its results 
Three years ago the Commission on Organization of the 


Executive Branch of the Government, under my chairmanship, 
made an investigation into the Federal activities in electric 
As the Commission was not dealing with public poli- 
cies, its recommendations were confined to administrative 
reforms. Even these have not been carried out. The highly 
critical reports of our staff of accountants and engineers amply 
illuminated the results of this socialist invasion. 

And at once let me state that the present Administration is 
not responsible for this situation, they inherited it on January 
20, 1953. 


Wuart Is THE 


Before I go into more detail I wish to say something as to 
what the American way of free men really is. 

The socialists, with their ideas imported from Europe, totally 
misconstrue the unique structure of American life. They en- 
visage it in terms of European societies. 

Ours is a system of free men and free enterprise in which 
our concepts have steadily departed from those of the Old 
World in two directions 

We have conceived that, to have free men, we must be free 
from the economic tyrannies which were nurtured in Europe's 
laissez-faire, dog-eat-dog system of economy. 

Free men can mo more permit private economic power 
without checks and balances than governmental power without 
checks and balances. 

The great enterprises of production and distribution can be 
used for economic oppression. To prevent this oppression of 
free men, we originated government regulation unique in the 
world. We regulate rates and services of natural monopolies 
such as the electric power utilities. We insist upon freedom 
from trade minnepelite and the enforcement of constructive 
competition. We adopted this economic philosophy seventy 
years ago in a revolution from European concepts and practices. 

And in another departure from European social structures 
we have developed a he greater expansion of free cooperation 
between men in community interest. Its extent is without 
parallel in any other country. It gained force from the necessi- 
ties of a pioneer people where cooperative action was vital to 
their existence. Today I dare say we have a million non- 
governmental organizations for cooperative action in our 
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country. They include thousands of health, educational, sports, 
musical, social, business, farmers and labor organizations. They 
have been created without the aid of bureaucrats. In some 
aspects we could add to these our insurance and savings banks 
and our corporations in general. 

And we hold 10,000 annual conventions of them and sur- 
vive unending speeches and banquets. 

This cooperative system is self-government of the people 
outside of government. It is the most powerful development 
among free men that has taken place in all the world. 

The Old World, however, went on with its lack of effective 
economic safeguards for free men and its dearth of cooperation 
in the American sense. One result was the rise of socialism 
as a protest. 

I emphasize this unique structure of our American economic 
and social life because it is into this system, far divorced from 
the old world, that our fuzzy-minded socialists are striving to 
inject ideas foreign to our concept of life. 

And they have made progress with these adulterants. They 
intrude into many avenues of American life. And they 
threaten a new oppression of free men greater than the old 
dog-eat-dog economy. 

Tonight I shall appraise the aspects of creeping socialism in 
the electric power industry by the Federal Government only. 
Rightly or wrongly the State and municipal governments do 
engage in electric enterprises. But at least their activities 
respond to the will and scrutiny of local government. 

Nor do I include the Rural Electrification Administration in 
this discussion although it receives great government subsidies. 
It has worthy purpose, but that operation is so small a per cent 
of the electric power in the country that it cannot eat up the 
industry. 


PRIVATE ENTERPRISE IN ELECTRICITY 


In the electric field there are certain transcendent facts. 

First. Under the initiative of free men we developed the 
technology and use of electricity far beyond any other country. 

Second. Stemming from private enterprise, we have created 
a per capita supply of electrical power for our people three 
times that of the combined Western European nations and 
eleven times the average of the whole foreign world. 

Third. Private enterprise could keep in pace with demand, 
and could have more advantageously distributed the power 
from Federal water conservation projects. 

Fourth. With our advancing technology and individual 
initiative, the average price of household electric power is sold 
today by our private enterprise utilities at one-third of the 
price of 30 years ago—and that is while most other commodi- 
ties and wages have increased by 50% to 100%. There is no 
such parallel in any other commodity. 
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Despite these results from a free economy, these concepts of 
free men were abandoned twenty years ago when the Federal 
Government entered into the socialization of electric power 
in a big way. 

THE METHOD OF SOCIALIZATION 


The device by which our Federal bureaucracy started to 
socialize this industry was through the electric power from our 
multiple-purpose water conservation dams. We neéded these 
dams. And we need more of them. They were built to serve 
navigation, flood control, irrigation and domestic water sup- 
plies and to provide electric energy. However, the central 
question here is not the creation of this electric power but 
using it to promote socialism. The first step toward socializa- 
tion was taken when the Federal Government undertook itself 
to generate and distribute this electric power from +p sa 
= dams. And now the Federal Government has taken 
urther socialistic leaps by building steam and hydro plants 
solely for the generation of electric power. 

Up to twenty years ago we avoided socialism by selling the 
energy at the dams to private utilities and irrigation districts. 
The government received a return without incurring operating 
expenses. 

Let no one misinterpret my views on water conservation. I 
have been for thirty years an ardent exponent of multiple- 
purpose dams. I can claim some credit for the first gigantic 
multiple-purpose dam in the United States. That one is in 
the Colorado River. 

But again on the Colorado we avoided socialism by stipulat- 
ing that before construction began the energy should be leased 
to the private utilities and municipalities. And we contracted 
to sell it at a rate which provided for interest on the govern- 
ment investment and the complete repayment of the investment 
within a period of 50 years. The consumers over these 17 
years since have found no cause for complaint from that 
arrangement. 


THE MARCH OF SOCIALISM 


Do not think these Federal electric enterprises are small 
business. 

Twenty years ago the total generating capacity of electric 
power from Federal dams was about 300,000 horsepower. It 
was about 34 of 1% of the total electric generating capacity 
at that time. 

As some people are confused by the technical terms “kilo- 
watts” and “kilowatt hours,’’ I have translated them into horse- 

wer. 

By the middle of 1953, the Federal Government will have 
a generating capacity of about 15,000,000 horsepower. That 
is about 12%, of the utility generating capacity for sale to the 
public. Federal power is already being sent into 27 states. 

But far beyond this, there are Federal generating plants in 
construction or authorized by the Congress, making a total of 
over 200 plants which will bring the total up to about 
37,000,000 horsepower. If completed the Federal Government 
would be furnishing somewhere from 20% to 25% of the 
electric utility capacity of the nation. The cost in capital outlay 
to the taxpayer will be about $10 to $11 billions, plus some 
great deficits in promised interest and other returns. 

But that is not all. Further projects have been recommended 
to Congress. And still more are contemplated in government 
reports. If they were all undertaken, it would bring the total 
to about 90,000,000 horsepower. 

This bureaucracy now employs 33,000 persons and is increas- 
ing every day. And if all these dreams were realized, their 


employees on the Federal payroll will likely exceed 200,000. 
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But even this is not the whole story. Lest anyone thinks this 
is good for us; I may point to some of the already evident con- 
sequences of socialized electric power. 


EXPANSION BY DURESS 


Under the irresistible nature of bureaucracy and the backing 
of the socialists every one of these Federal enterprises becomes 
a center of encroachments upon or coercion and absorption of 
the private industry. For instance, by the threat of WPA gifts 
and low interest rates on loans to municipalities, private enter- 
prises were absorbed at less than their worth. 

Great duplicate transmission lines have been built and more 
are contemplated. 

Some of these Government enterprises are given the power 
of eminent domain by which they could seize transmission lines 
and sub-stations of competitors and, if the owner refuses their 
price, he can pay lawyers for years to fight for compensation 
in the courts. Free enterprise never had such a privilege. 

Some part of the heavy taxes on private utilities goes to 
build up and support their Federal competitors. 

Private enterprises have been prevented from undertaking 
certain hydro-electric developments in favor of the Government 
agencies. 

These manipulations and powers threaten and weaken the 
ability of many private concerns to finance their needed ex- 
pansions. 

Indeed some of them with these guns pointed at them have 
already thrown up their hands. 

Socialization in other directions has been injected into these 
projects. For instance, the provision that water will not be 
supplied to farms of over 160 acres in some of the California 
Central Valley operations. Apparently all others are Kulaks. 
Also, some of these Federal power enterprises, with cheap 
Federal capital and subsidized power, are engaged in manufac- 
turing business in competition with private enterprise. 

FREEDOM FROM TAXES 

Theses Federal ao and their distributing allies pay 
no taxes to the Federal Government and comparatively little 
to the local governments. In the last fiscal year the private 
enterprise utilities paid over $750,000,000 taxes to the Federal 
Government and nearly $470,000,000 to the state and local 
governments. The actual Federal electric enterprises paid less 
than $5,000,000 toward state and local taxes. 

Obviously there is here a huge burden thrust onto every 
taxpayer throughout the nation. It will be much greater if the 
37,000,000 horsepower program is completed. 

Nor is this all of the burdens thrust upon the nation-wide 
taxpayers as I will show you in a few moments. 


UNKEPr REPRESENTATIONS TO THE CONGRESS 


In many cases the cost of constructing these projects has 
been woefully underestimated. For instance the Colorado- 
Big Thompson project was originally estimated at about 
$44,000,000, but is costing over $160,000,000. The Hungry 
Horse project originally estimated at $39,000,000 will cost 
over $109,000,000. Work has been started on the Oahe 
project. It was originally estimated to cost about $72,000,000. 
It is now estimated that it will cost $293,000,000. 

Some of the increased cost has been due to rising prices 
but such an excuse by no means explains the degree of under- 
estimate. Some of this underestimation is possibly due to pre- 
senting the Congress with a modest project and then hugely 
edging it up. 

Another variety of underestimation is such as the case of 
the Cumberland River development where the proposals were 
justified to the Congress on a valuation of the power which 
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was subsequently sold for less than one-half that amount 
Whether these are devices to persuade and commit the Con- 
gress or just incompetence, I js not know. 

In any event such methods would break any business except 
Zo* ernment 


UNKEPT PROMISES AS TO RETURNS 


The original New Deal promises assured Congress that these 
enterprises would pay 3%, interest and pay bac k, that is, amor- 
tize the Federal investment over 50 years. This formula has 
either been abandoned, sadly ignored or juggled. 

First. The cost of a multiple-purpose water project must be 
divided among its several functions, such as navigation, flood 
control, irrigation, community water supply and hydro-electric 
power. The interest and amortization of the Federal electric 
power investment can be decreased by assigning more capital 
cost to flood control and navigation. The reports of the Fed- 
eral Comptroller General have protested that such favors have 
been done 

Some of the Federal enterprises do not include interest on 
their capital cost during construction, which, again, decreases 
the payment of interest and amortization on the Federal tax- 
payers capital invested. All of which thereby decreases the 
claimed costs 

But these practices again subsidize the rates to a minority of 
consumers at the expense of the nation-wide taxpayers. 

Second. Taking these enterprises as a whole, comparatively 
little interest and amortization have been paid to the Federal 
Treasury on the Government investment over all the past 
years. There is a huge accumulation of this deficiency which 
should be repaid. Some of these Federal enterprises do not 
take into account interest and amortization in their costs and 
thus lower the rates they make their consumers. Some of them 
do not even enter such a charge in their books. 

Some of them do not include the pensions to their employees 
which, under Civil Service, are partly loaded on the taxpayer. 

Further, a question could also be raised as to the method 
providing for the costs of depreciation and provision for 
obsolescence 

Third. Our Federal Reorganization Commission employed 
Haskins and Sells, one of the leading accounting firms in the 
United States, to investigate the finances and accounting prac- 
tices of a large part of these Federal electric power activities. 
They applied the yardstick of 3°%, interest and amortization 
in 50 years to the acknowledged Federal investment in power 
in many of these Federal enterprises. They found many of 
them would never be able to make the return which was at 
one time promised to the Congress. 


STILL FURTHER BURDENS AND LOSSES TO THE 
NATION-WIDE TAXPAYERS 


And there are more burdens thrust on the taxpayer from 
this program of socialized power. He has to furnish by taxes 
the huge capital being invested. Also, as these Federal enter- 
prises have not paid the promised interest, the taxpayer has had 
to pay it on government bonds. And the nation-wide taxpayer 
will have to stand all the deficits from mistakes and under- 
estimates 

Under these present methods and practices, this burden 
and losses to the nation-wide taxpayer is not small change. 
It will run into billions. 

And from another angle, if the price of power from the 
Federal enterprises were placed at a level which would include 
tax equivalents and all the other non-included costs, their rates 
generally would be equal to, and in some cases higher than, 
the rates of neighboring private utilities. 


VITAL SPEECHES OF THE DAY 


THE OPERATING BALANCE SHEET 


We can appraise what all this means in actual figures. I 
have fircordis from the Federal Budget Bureau a statement of 
the gross receipts and gross operating expenses of these Federal 
enterprises taken as a whole for the fiscal year 1952, and the 
estimate for the year ending June 30th of this year. This state- 
ment shows an apparent surplus over operating expenses of 
about $100,000,000 for each of these years. Here, however, 
come in several great “buts.” 

If the omitted interest, the omitted amortization and the 
refunding the accumulated deficiency of these items, and other 
costs I have mentioned were included, this so-called “surplus” 
would turn into a deficit. 

And I do not include in this deficit any equivalent for taxes 

another large sum. 

Also, I am advised that the operating receipts for 1952 
could have been $75,000,000 greater had this power been 
sold at the market price. 


ACCOUNTING 


Our Reorganization Commission accountants condemned 
many of the Federal power financial and accounting methods 
and estimates. They fund the true construction and operating 
costs to be obscured. They proposed many reforms which have 
not been adopted. The Comptroller General of the United 
States, as late as 66 days ago, commented on accounting de- 
hiciencies. 

The Federal power enterprises do not even keep their 
accounts or present their statements in the intelligible manner 
which the Domasien requires of private enterprise. They 


do, however, emit a host of propaganda figures in press releases. 

I recommend to anyone interested in bureaucratic action to 
see whether he can add up the sums, past and present, involved 
in Federal electric enterprises from among the 4,000,000 words 


and sums in the Federal budget. 


OTHER EFFECTS ON CITIZENS 


All this affects the citizen in many ways aside from the: 
injustice of huge losses and tax burdens which result in sub- 
sidized power to favored groups ,and communities. 

There is a constitutional question involved in these enter- 
prises which must concern the citizen. No one can even attempt 
to defend many of these activities except on the Welfare 
Clause in the Constitution. Under that interpretation, the 
Federal government could take over about everything except 
elections and the churches. 

And there is further important questions to the citizen. 
There is here being erected a sort of Federal regional control 
in which State governments have some nominal representation 
but without authority. The people in these regions may get 
power at the expense of the nation-wide taxpayer, but they 
are surrendering the control of their resources and energies to 
a Federal bureaucracy. 


REMEDY 


However, I do not believe in criticism without remedies. 

Over 20 years ago I recommended to Congress the trans- 
formation of an ex-officio Commission into a full Federal 
Power Commission with regulations which had teeth in them. 
The Paw was to control the oppressive empires then grow- 
ing in the private electric utilities. The transformation was 
made but without the teeth. My successors set up the Securities 
Exchange Commission to do this de-empiring. Now, however, 
it is the Federal Government itself that urgently needs the 
same de-empiring. 


The first steps should be: 
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1. The Congress should cease to make appropriations for 
more steam plants or hydro-electric plants solely for power. 
If they are justified, private enterprise will build them and 
pay taxes on them. 

2. The Congress should follow the precedent of the Colo- 
rado project and make no more appropriations for new 
multiple-purpose projects unless the electric powers is first 
leased on terms, the standards of which I will describe in a 
moment. 

3. The Congress should, jointly with the President, set up 
a temporary Commission on reorganization of this whole 
Federal venture with resources to employ technical assistance. 

(a) This Commission should investigate and recommend 
proper methods of accounting and a revision of the division 
of Federal investment in these projects between electric power 
and other purposes, and recommend proper practices for the 
future; 

(b) The Commission shculd report on the actuai cost of, 
and the prospective returns from, each of these major enter- 
prees; 

(c) The Commission should formulate the methods and 
standard terms for leasing generating plants, transmission lines 
and the electric energy to private enterprise or to municipalities 
or to the States or to regional authorities that may be set and 
managed by the States. These standard terms should provide 
for payment of interest and amortization of the Federal invest- 
ment, the refunding of arrears in these items and also some 
contribution in lieu of taxes. The latter would not need apply 
in cases of private enterprises as they pay for their own taxes. 

(d) The Commission should develop methods by which 
non-Federal agencies can share cooperatively in the cost of 
future capital outlays on the electrical part of multiple-purpose 
dams. 

WorKING Out THESE POLICIES 


Some of these projects could be disposed of so as to return 
these standard terms to the Federal Government. Others, due 
to excessive cost, may need concessions, and the Federal Gov- 
ernment would need cut its losses. 

Others of them, pending disposal, will need to continue to 
be operated by the Federal Government. In these cases the 
Commission should recommend what rates they should charge 
their customers so as to make the standard returns. They should 
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recommend methods to compel such payments to the Federal 
Treasury instead of their diversion to other purposes. Such 
action would test the value of these enterprises and, in some 
cases, indicate what losses may need be cut 

The objective of the whole proceeding should be to get the 
Federal Government out of the business of generating and 
distributing power as soon as possible. 

In any event, the consumer at all times can be protected by 
regulation of rates by the State or Federal authorities. 


THE RESULTS 


It is my belief that, if these proposals be carried out, the 
ultimate result would be a substantial return to the Treasury 
without consequential operating expense or bureaucracy. 

Moreover, the agencies to whom these projects were leased 
would undertake or cooperate in their own expansions. 

It is my belief that if these things be done, the Federal Gov- 
ernment ultimately could reduce its annual investment in 
power enterprises by at least $600,000,000 per annum. 

This program would begin the end of Federal bureaucratic 
regional control of the States and their people. 

Above all, we should rescue free men from this variety of 
creeping socialism. The American people have fought off 
socialized medicine, but here is a hole in the dike of free 
men that is bringing a flood. 

There are those who shy away from the use of the term 
“socialism,"’ or the name of Karl Marx, in connection with 
what is going on in the power field. But, excepting those who 
desire socialization, they are blind to the facts. Socialism has 
become the world’s nightmare. It is not the American dream. 

The intellectuals who advocate these Federal activities carry 
a banner on which they falsely inscribe the word “‘liberalism.” 
There is one thing I can say beyond any measure of doubt. 
It is a false liberalism that expresses itself by Federal oper- 
ation of business in competition with the citizen. It is the road 
not to more liberty but to less liberty. True liberalism is found 
not in striving to spread bureaucracy, but in striving to set 
bounds to it. True Liberalism seeks all legitimate freedom, in 
the confident belief that without freedom, all other blessings 
are vain, Liberalism is a force truly of the spirit coming from 
a realization that économic freedom cannot be sacrificed if 
political freedom is to be preserved. 


Pan American Union 


THE COMMON ACCEPTANCE OF MORAL AND JURIDICAL PRINCIPLES 
By DWIGHT D. EISENHOWER, President of the United States 
Delivered at the Pan American Union, Washington, D. C., April 12, 1953 


gentlemen: My pride and pleasure in participating in 

the ceremonies today have a simple source. They 
spring from the pride which the whole citizenry of the United 
States feels in the Pan American Union and the ideals for 
which it stands. 

The code that governs our Union is founded upon the most 
deeply held moral convictions. And this fact makes especially 
appropriate our meeting on this, our Sabbath Day. 

Ours is an historic and meaningful unity. It has been—for 
our whole continent—an honest and productive unity. It can 
be—for other areas of the world—a prophetic and inspiring 
unity. For it is triumphant testimony, before all the world, 
that peace and trust and fellowship can rule the conduct of 
all nations, large and small, who will respect the life and 
dignity of each other. 


Mi: CHAIRMAN, members of the Council, ladies and 


In this deep sense, then, we nations of America do more 
than enjoy a political system constructed for ourselves. We 
are custodians of a way of life that can be instructive for all 
mankind. 

The history of the Americas over the span of the sixty-three 
years since the founding of our regional organizations has not 
been spotlessly perfect. Like all peoples, our nations—every 
one of them, the United States Fe gh well at times been 
guilty of selfish and thoughtless actions. In all dealings with 
our neighbors we have not always bravely resisted the tempta- 
tions of expediency. 

But the special merit of the Pan-American achievement is 
to have triumphed as well as we have over the temptations of 
heedless nationalism. We have seen and we have acted on the 
need to work cooperatively together to achieve common pur- 
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poses. So doing, we have forged a true community of equal 
nations. 

I am profoundly dedicated personally to doing all that I 
can to perfect the understanding and trust upon which this 
community must rest. 

The vitality of this unity springs, first of all, from our com- 
mon acceptance of basic moral and juridicial principles. But 
it is inspired no less by our recognition of the rights of each 
of our nations, under these principles, to perfect its own 
individual life and culture. Ours is no compulsory unity of 
institutions. Our is a unity that welcomes the diversity, the 
initiative and the imagination that make our common associa- 
tion progressive and alive. This is the true way of the Americas 

the free way—by which people are bound together for the 
common good. 

I know that these facts, these simple ideals, are not new. But 
they are given a new, a sharp meaning, by the nature of the 
tensions tormenting our whole world. For it is not sible 
for this hemisphere to seek security or salvation in any Kind of 
splendid isolation. 

The forces threatening this continent strike at the very 
ideals by which our people live. These forces seek to bind 
nations not by trust but by fear. They seek to promote, among 
those of us who remain free and unafraid, the deadliest 
divisions—class against class, people against people, nation 
against nation. They seek not to eradicate poverty and its 
causes—but to exploit it and those who suffer it. 

Against these forces the widest oceans offer no sure defense. 
The seeds of hate and of distrust can be borne on winds that 
heed no frontier or shore. 

Our defense, our only defense, is in our own spirit and our 
own will, We who are all young nations, in whom the pioneer- 
ing spirit is still vitally alive, need neither to fear the future 
nor be satisfied with the present. In our spiritual, cultural and 
material life, in all that concerns our daily bread and our daily 
learning, we do and should seek an ever better world. 


ALIEN EXPERIMENTS BARRED 


We know that this economic and social betterment will not 
be achieved by engaging in experiments alien to our very souls, 
or listening to prophets seeking to destroy our very lives. 

We know that it can come to pass only by faithfully applying 
the rules of national conduct we know to have been tested and 
proven wise: a mutual trust that makes us honorable and 
understanding neighbors, and a self-reliance that summons 
each nation to work to the full for its own welfare. 

I do not think it unjust to claim for the Government and 
the people of the United States a readiness, rarely matched in 
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history, to help other nations improve their living tandards 
and guard their security. Despite unprecedented burdens of 
national debt and world-wide responsibility, our people have 
continued to demonstrate this readiness. 

Private investment has been the major stimulus for economic 
development throughout this hemisphere. Beyond this, the 
United States Government is today engaged with our sister 
Republics in important efforts to increase agriculture roduc- 
tivity, improve health conditions, encourage new industries, 
extend transportation facilities and develop new sources of 
power. 

The pursuit of each of these goals in any one nation of the 
Americas serves the good of all the Americas. Knowing this, 
I am anxious that the Government of the United States be 
fully informed of the economic and social conditions now pre- 
vailing throughout our continent and of all the efforts being 
pressed to bring a better life to all our peoples. Such an assess- 
ment can properly be made only through direct personal under- 
standing of the facts. 

Because my current duties make impossible my making Rr 
sonal visits of courtesy to the countries of Latin Amefica, 
as I wish I could do, I have asked my brother, Dr. Milton 
Eisenhower, president of Pennsylvania State College, to visit 
shortly a number of those great Republics. He will carry to 
each of the Governments he visits the most sincere and warm 
greetings of this Administration. He will report to me, to 
Secretary of State Dulles and to Assistant Secretary Cabot on 
the ways to be recommended for strengthening the bonds of 
friendship between us and all our neighbors in this Pan- 
American union. 

Today, Mr. Chairman, I think it appropriate to conclude 
with this one thought: However real and just be our concern 
with constructive material development, we must never forget 
that the strength of America continues ever to be the spirit 
of America. 

We are Christian nations, deeply conscious that the founda- 
tion of all liberty is religious faith. 

Upon all our peoples and nations there rests, with equal 
weight, a responsibility to serve worthily the faith we hold 
and the freedom we cherish—to combat demoguery with truth, 
to destroy prejudice with understanding and, above all, to 
thwart our common enemies by our fervent dedication to our 
common cause. 

So dedicated, our Republics, united in spirit, can look for- 
ward to a future of happy and productive peace. 

Mr. Chairman, for the great honor you have done me in 
inviting me to this platform, I am grateful to you, to the 
other members of the Council and to each member of this 
audience. Thank you very much. 


The Hostile Feeling Toward the United States 
Apparent in South America 


WHAT HAS HAPPENED TO THE GOOD NEIGHBOR POLICY? 
By DR. EUVALDO LODI, President of the Brazilian Confederation of Industry 
Delivered at the Annual Meeting of the American Brazilian Association, Inc., New York, N. Y., March 18, 1953 


for me. It is an excellent opportunity to address Ameri- 
can and Brazilian business men and all those who are 
interested in the economic problems which concern our two 
countries. No other forum would be more suitable for an 
examination of the nature and extent of some of the difficulties 


Y ven invitation to make this address is a great honor 


which beset the relations between these two great American 
nations. In such an atmosphere of mutual understanding, it 
should be possible to review our problems on the highest 
possible cultural and political level. 

Here, in this great country, whose extraordinary economic 
strength is founded on free institutions, free enterprise, and 
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equal opportunities for all, there seems to be some doubt and 
concern—and in certain cases an ill-disguised distrust—regard- 
ing the nature, objectives and efficacy of Brazil's economic 
— On the other hand—no one could honestly deny it— 
or some time we have been sensing in my country the general 
feeling of dissatisfaction, almost to the point of hostility, on 
the part of public opinion toward the United States. This is 
a psychological question of paramount importance. 

It is not the first time that an atmosphere of distrust toward 
the United Staets has been felt in Latin America. It had its 
origin in the impression which was created, among the South 
American countries, that the United States were using economic 
pressure as a political weapon. 

Of all the countries of South America only Brazil showed 
no resentment. To the contrary, there always was among the 
people of my country an attitude of sincere friendship and 
admiration for you. This exception was rooted in the policy 
of close collaboration with the Americans which has been 
handed down to us from the days of the Empire. But the fact 
js that the attitude of the United States in relation to the Latin 
American nations even gave popularity to the malicious joke 
regarding the Monroe Doctrine that “America was for the 
Americans . . . for the North Americans, that is.” 

Later, with the advent of a more realistic vision of the 
great problems of this hemisphere, the policy of uniting the 
American peoples was adopted. To this was given the name 
of the “Good Neighbour Policy.”’ It was oriented towards the 
discouraging of economic monopolies with due respect for 
national sovereignties and the fostering of technical and eco- 
nomic assistance. 

This policy of high statesmanship undid, in a surprisingly 
short time, the prevailing resentment, created an atmosphere 
of friendship ‘ok mutual respect throughout the Americas, and 
gave to the Monroe Doctrine a high meaning till then un- 
known. 


Some years later it became evident that the Good Neighbour 
Policy had been relegated to oblivion. 

This was undoubtedly a mistake of the most serious nature. 

The logical consequences were quick to appear—resentment 


returned; friendship began to weaken and a hostile feeling 
toward the United States became apparent in Latin America. 
It spread rapidly and today no one can honestly deny the 
reality of the hostility which is present, although to a lesser 
extent, even in Brazil where heretofore it had been unknown. 
It is true that this feeling seldom exists among the more 
cultured people; but it is also true that they are not sufficiently 
strong to upset the power of popular prejudice. 

Fortunacely, President Eisenhower has announced that he 
intends to adopt a more realistic and favorable policy toward 
Latin America. This decision has had great repercussions. 

This is going to be a difficult task and it will be crowned 
with success only if proper importance is attached to the psy- 
chological aspects of the problem. Latin Americans are very 
conscious of their sovereignty. They do not tolerate being 
treated as inferiors, particularly by the rich and powerful. 
When, however, they are treated as equals, with frankness 
and honesty, they become devoted and sincere friends. 

The most serious complaint they have against the United 
States is the manner in which they were abandoned at a time 
when Europe was being prodigally assisted. 

It little helps to try to explain to them the fundamental 
importance of rehabilitating Europe's industrial power, where 
thousands of technicians and specialized workers needed only 
equipment and materials in order to re-establish the equilib- 
rium of production which the war had upset. 

Answering this argument Latin Americans will say that the 
policy of generous help to Europe did not justify abandoning 
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completely their continent. If it is true that the reconstruction 
of Europe was fundamental, it is equally true that we are the 
underprivileged people of the underdeveloped areas of 
America. Besides, the help given to European countries also 
included sponsorship of the development, in their poorer areas 
and colonies of agricultural products which are competitive 
with many of those that we produce and export. This could 
have a ruinous effect on our economy because in many of those 
colonies native labor lives in a state of semi-slavery and earns 
starvation wages. Thus, competition in the international mar- 
kets will be very disadvantageous for us because we are free 
men and do not want borderline wages. We aim rather to 
improve our standards of living constantly. 

We are convinced that the United States really intends to 
help us. Our life and consciousnes. as a free people could 
not survive without the firm will to strengthen the nation’s 
consciousness of its sovereignty and the desire to improve con- 
stantly the living conditions of its people. 

In this way, international cooperation side by side on an 

uality basis, without superiority or inferiority complexes, 
will create and undoubtedly strengthen the necessary solidarity 
between Americans and Brazilians for the social and economic 
development of our population. These are the main character- 
istics of the Latin American psychology briefly outlined. For- 
eign capital investors in Latin America should never forget 
them if they wish to meet with success. 

I hope that this analysis is not interpreted as a negative criti- 
cism. I am one of the strongest advocates of private foreign 
capital investments in my own country and it is for this reason 
that I wish to emphasize the importance of the psychological 
aspects of this problem. It is the neglect of these psychological 
considerations on the part of some foreign executives that has 
caused many adverse popular reactions in Latin America to 
American and European enterprises. 

I am here as a good neighbour who wishes the collaboration 
of the capital of this great nation for the economic develop- 
ment of Brazil. It is for this reason that I am speaking in all 
frankness and that I endeavor to remove one of the most 
frequent causes of failure. 

If this psychological stumbling block is eliminated, American 
capital can be invested in sources of production in a friendly 
atmosphere that will assure it conditions of security and satis- 
factory profits. Brazil, today, is the country which offers the 
best opportunities. 

No other country at present can offer a larger and safer 
field for capital investment. No other country can offer at 
present all of the following factors which are indispensible 
to the success and security of great investments: a democratic 
regime and political stability, a constantly expanding internal 
market and enormous potential resources to be exploited. 

I am sure that American investors will come to Brazil as 
good neighbours and will avoid the pitfalls which I have 
pointed out. I am sure that in this manner they will be 
welcome and that their success will be assured. 

If this policy is adopted and if it is extended to the whole 
of Latin America, the unity of the American nations and the 
Monroe Doctrine will acquire a complete and lasting signifi- 
cance. 

While it is impossible not to admit that in my country, as 
in any other, mistakes of detail and probably of stress have 
been committed which might acquire great importance when 
considered singly or from a short range point of view, I am 
also convinced, as a business man and as president of the 
National Confederation of Industry of Brazil that, generally 
speaking, the basic orientation and the main lines of the 
present Brazilian economic policy are correct and are, in 
reality, the most suitable. They find their origin in a realistic 
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equation of national economic problems with the fundamental 
difficulties that stand in the way of the country’s economic 
progress. Certainly, these directives in many ways are in con- 
trast with those that prevailed in the past. In the past they 
consisted chieflly of inka situations to develop according to 
the fluctuations of the economic cycle thus disturbing or weak- 
ening the creative power of the economy. Now, however, we 
attempt to bring about, in a rational manner, conditions 
adequate to foster, in the shortest possible time and without 
loss of substance or deviation from the goal, the material trans- 
formation of the country and improved standards of living 
for the Brazilian population 

Brazil is earnestly and deliberately accelerating the tempo 
of its economic development. Brazil is conceiving and provid- 
ing the tools and the revision of the material means which are 
needed to reach this objective. This can no longer be post- 
poned. Such a goal does not presuppose, however, the abandon- 
ment of private enterprise nor does it demand the sacrifice of 
international cooperation, public or private, in the pursuit of 
an autarchic utopia. To the contrary, the result of this policy 
is to strengthen private enterprise and, in the process of its 
realization ample room is reserved for foreign collaboration. 

It should be thoroughly understood, however, that in our 
country, as in other underveloped areas of the world, economic 
development cannot follow the pattern of growth of other 
nations that attained industrial maturity in the second half 
of the 19th century and in the first few decades of this one. 
Western Europe and the United States, on a basis of a spon- 
taneous process of capital accumulation, through the automatic 
mechanism of prices, attained a high coefhcient of accumula- 
tion of wealth and could distribute savings in accordance with 
consumers’ preferences and in accordance with the priority of 
necessity to assure a balanced economic structure. Now, how- 
ever, the undeveloped areas, left to spontaneous accumulation 
of capital have no possibility of progress chiefly because growth 
of consumption tends to be equal to increases in production. 
Furthermore, in view of the predominant international tech- 
nology, the indivisibility of equipment makes savings in- 
sufficient. To this we should add that some government ex- 
penditures which are compulsory now-a-days, such as, for 
example, expenditures for national security, either did not 
exist or were relatively light in the era of Western cap-talistic 
formation. Deliberate methods of accelerating the rate of 
accumulation of wealth are, therefore, irreplaceable and they 
are not only compatible with private enterprise but are, in fact, 
a sme qua non for its preservation. 

In order to continue to accelerate or to at least maintain 
the rhythm of growth of the Brazilian economy, three funda- 
mental problems must be solved, namely: first, how to establish 

in the light of available resources for investment—a just 
proportion between those services of social utility and the 
activities of direct utility, that is the creation and expansion 
of external economies; second, how to provide in the measure 
required by present and prospective production of consumer 
goods, the necessary amounts of such commodities; third, how 
to obtain, in the light of national income growth, the necessary 
exchange to satisfy the urge to import and the demand for 
capital goods for planned investments. 

Either we solve these problems or Brazil's rate of growth 
will diminish. Obviously we cannot accept the discouraging 
solution of stagnation also because such a solution would not 
serve the best interests of the free world and of the main 
bulwark of democracy—-the United States of America. We 
do not refer only to the important political angle of this 
question, but also to its economic aspect. Private enterprise 
and capitalism are not compatible with stagnation and retro- 
gression. As we know the present international tension imposes 
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economic growth as an essential element for the survival of 
free institutions. 

In this connection, the Inter-American Foreign Ministers’ 
Conference, held at Washington in 1951, recognized that even 
in a war emergency the economic progress of the under- 
developed areas should be granted a priority equivalent to the 
defense programs. The rate of growth of the national economy, 
considered oe a long-range point of view, is not comparable 
to that which the United States enjoyed in a similar phase of 
industrialization. To contain it would constitute a very serious 
mistake. 

In Brazil, on the other hand, we have the essential condi- 
tions for a firm economic expansion. Abundant national re- 
sources, even though atent a population that grows at a 
rate of more than a million a year; a reasonable beginning of 
urban concentration; stable juridicial institutions favorable to 
private enterprise, and, finally, the resolute will to mobilize the 
resources of nature for national and international welfare. 

Such mobilization cannot be carried out, however, without 
observing two conditions. The first is intensification of internal 
economies which must be complemented by regular and grow- 
ing influx of foreign capital, either public or private. The 
second consists of channeling of capital into those fields of 
investment which, whilst allowing for a greater integration of 
the economic structure may, at the same time, increase pro- 
ductivity and exert a positive effect towards the stabilization 
of the balance of payments at a higher level of commercial 
interchange. 

Deliberate action is indispensible to obtain, in the shortest 
possible time, the minimum requirements of capitalization and 
productivity which will set in motion an automatic process of 
development. 

The growth of the coefficient of capitalization cannot be 
obtained without adopting stimulating measures of saving and, 
inversely, by restraining the urge to consume. 

It is not sufficient, however, to stimulate the formation of 
economies, whilst containing that urge. A more efficient appli- 
cation must be given to these economies which is not possible 
to obtain, unfortunately, through mere automatic operation of 
the price mechanism. 

In countries like Brazil, the part played by the capital market 
is rather meager and, even if it had the necessary volume, the 
owners of those savings would hesitate to invest them in 
fields affording small returns, such as transport, public utilities, 

ublic health, education, technological research, etc. We are 
fete with no other alternative but to demand that government 
should recognize its basic duty to develop, recover and improve 
the basic public services. By concentrating its efforts on these 
basic services, the state eliminates the bottle necks that strangle 
the economic activities thus fostering its expansion and stimu- 
lating private enterprise. 

We must recognize, on the other hand, that business has the 
undeniable duty to participate actively in the blueprinting of 
development policies; to insist on the limitation of state inter- 
ference, not only in regard to the scope of the activities to 
be undertaken, but also in connection with the areas where 
they are to be carried out; and to collaborate in fixing the 
priority criteria for the selection of basic investments and for 
the institution of controls that will assure their proper applica- 
tion and operation. If private enterprise wants to achieve 
faster economic growth it should, instead of opposing indis- 
paces all state intervention, contribute to the better disci- 

it in order that the collective resources should not 


pining oO 
wasted, and to eliminate the threat of ruinous competition 
for the meager resources available. 

We aim to correct the structural disequilibrium which origi- 
nates from the lack of external economies through the channel- 
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ing of public resources into basic fields of public services. In 
doing this we do not necessarily mean redirecting investments 
already made; what is being done is only to direct a reiatively 
growing part of the investments towards a gradual overcoming 
of serious deficiencies already existing. In addition we are 
taking adequate complementary institutional measures in order 
to assure the process of normal growth of the Brazilian 
economy. 

Such objectives must be achieved without inflation. For 
this purpose government has resorted to the classic methods 
worth tv: used. As an anti-inflationary measure of a general 
character, Brazil has succeeded in obtaining positive budgetary 
balances through a substantial increase in tax collections and 
curtailing of current and deferrable expenditures. In addition 
the policy of compulsory loans or the application of special 
taxes has been adopted in order to finance the proper equipping 
of the economy. 

The anti-inflationary effects of the general and specific 
measures have been appreciable and they could have been 
greater were it not for the still prevailing dependency of our 
economy on the fluctuations of external transactions. The rising 
unit costs of imports has been one of the preponderant factors 
determining the recrudescence of inflation which has so greatly 
handicapped the normal development of the Brazilian econ- 
omy. It is in this connection that the importance of inter- 
national cooperation becomes so evident. If we cannot count 
on international cooperation in a mutually beneficial form in 
order to obtain an adequate rate of expansion, we will have 
to resort to extremely painful sacrifices and will be forced to 
impose tight controls on foreign trade. We will be exposed 
to the danger of possible social crises which, in turn, would 
prevent us from offering our cooperation in the fight against 
the aggressive totalitarianism. The influx of foreign capital, 
in addition to its irregularity, has not substantially contributed 
to a lessening of the difficulties experienced by the under- 
developed countries. In Brazil, for example, available data 
on foreign private capital movement reveal a hegative balance. 
From 1948 to 1951, the net outflow of capital reached a total 
of two hundred milhion dollars. Thus, during this period we 
experienced the reverse of what was expected to occur, that is, 
a phenomenon of decapitalization. 

It is customary to attribute this undesirable behavior of 
foreign capital to institutional or legal conditions which may 
exist locally. This interpretation is, to say the least of it, 
exaggerated. We are convinced that the obstacles are more 
of an economic than of a legal nature. Possibly, the slight 
attraction for foreign private capital is to be explained by a 
lack of insufficiency of basic services. In the case of Brazil I 
must, however, stress that existing legislation and prevailing 
institutional practices are favorable to the influx of foreign 
capital. The existing restrictions are either a matter of historic 
sanction, namely, safe-guards imposed in the public interest 
and in that of national sovereignty, or are recognized as 
legitimate by international covenants such as those which re- 
sulted from the Chapultepec, Havana and Bogota conferences. 

It is not enough to create a favorable climate for the im- 
portation of capital; it is equally necessary that the developed 
countries simultaneously enhance a favorable climate for the 
export of capital. Due to the relatively high levels of remuner- 
ation obtained in the American domestic market, the develop- 
ment of a favorable climate for exportation of capital welll 
require the concession, on the part of the American govern- 
ment, of tax incentives that would benefit capital invested 
in undeveloped countries, to the extent of compensating for 
the disadvantages, risks and friction inherent to foreign in- 
vestments. Several proposals have been advanced for the 
elimination of double taxation which, as a single measure, 
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would perhaps be more important than the creation in the 
undeveloped countries of a avorable climate for the importa- 
tion of capital. 

It seems to us, therefore, that foreign collaboration destined 
to prime an automatic process of economic development must 
initially assume the form of public capital, particularly if we 
consider that it must act as counterpart in foreign exchange, of 
those investments, chiefly of governmental origin, in national 
currency. Even in this instance, however, the picture is not 
very bright. As a matter of fact, if we compute the amortiza- 
tion and interest paid in the period 1948 to 1951, the net out- 
flow of public capital reached a total of ninety-five million 
dollars. In this period, as can be seen, the net total of outflow 
of public and private capital amounted to about three hundred 
million dollars. It should not be considered strange, therefore, 
that a pessimistic atmosphere has arisen in Brazil in relation 
to the international contribution to our development. 


Since 1951 the joint Brazil-United States Commission has 
been operating in Rio de Janeiro. Its functions are to study 
and to prepare basic projects destined to the recovery and im- 
provement of installations and essential services. After they 
are approved by that Commission, following exhaustive eco- 
nomic, technical and financial studies, and after the capacity 
of remuneration and repayment of the financing has been 
demonstrated, all these projects are submitted to the Inter- 
national Bank for Reconstruction and Development and to the 
Export-Import Bank of the United States. It is with consider- 
able regrets that after the faithful fulfillment of such strict 
requirements we saw that only a small part of the projects 
were brought to fruition. Until now, out of twenty-four 
— sukmitted to those banking institutions financing has 

en granted for only eight. 

You could not help Brazil more—a help which would not 
be a gift but a financial operation of mutual, direct and in- 
direct benefit—than by exercising your influence in order that 
the credits requested be granted. By so doing you would, in 
the first place, spare us unnecessary sacrifices which we are, 
however, willing to accept, regardless of cost, if we have no 
other alternative. In the second place, you would create con- 
ditions that would render possible the entry in my country of 
foreign capital with the indis ensable guarantees. Finally, you 
would nalion the market for your own products. In this 
case, — loans do not dispense with the influx of private 
capital, as some people erroneously believe; on the contrary, 
these public loans are required to guarantee the existence of 
private investments. 

Exchange difficulties in their present acute form should not 
be considered as an obstacle for this cooperative program of 
economic development. Before anything else, they are circum- 
stantial, of short duration and the result of an anomalous 
situation. Due to the persistence of prevailing international 
conditions, the exchange reform now enacted in my country 
will allow the exportation of our overpriced commodities at 
prevailing international prices. Also, the lines along which 
we are carrying out our economic growth, in substituting 
certain types of imports by domestic production and by diversi- 
fying our exports, should permit the formation of exchange 
reserves necessary to repay and remunerate foreign capital in- 
vestments. Finally, the creation of self-actuating economic 
conditions should bring about a continuous influx of capital 
which, contrary to what occurs at the present time, should 
exceed the rate of capital migration. 

You can thus see, from the broad lines here briefly sketched, 
that Brazil's economic policy is basically sound. 

Have the United States offered an efficient collaboration 
toward the solution of Brazilian economic problems—problems 
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the existence of which constitutes a threat to the social order 
and to the security of the continent ? 

We regret to have to answer negatively. In reality, while 
the United States have allocated, through successive forms 
of assistance to other parts of the world, substantial sums for 
the purpose of raising or maintaining living standards and 
consequently avoiding the destructive influence of Bolshevism, 
to Latin America and in particular to Brazil their cooperation, 
which would be compensated for, and returned in just pro- 
portions, has been negligible, if we consider the extent of 
the problems and the excellent situation which would result 
through their elimination. Authoritative opinions have been 
heard, nevertheless, calling attention to the risks that this 
negligence might create. Their words have gone unnoticed 
but while there are ears to hear it is important that those 
words be repeated and that the echoes of their warnings be 
not ignored. 

It cannot be concealed that Brazilian feelings toward the 
North Americans are losing depth. It would not be honest 
to deny that among the mass of the people and even among 
leading groups we can already see the symptoms of unrest 
Distrust takes the place of confidence; aloofness replaces 
cordiality. Even among the more enlightened groups in Brazil 
there is gradually developing the feeling that the American 
international policy, judged by its manifestations in South 
America has not reached the desirable broad horizons which 
it should encompass because it lacks a solid basis of long- 
ranged pondered thought. The improvement of such a policy 
would readily eliminate all reasons for the present concern. 

If these reactions, however, were given the opportunity to 
develop, the entire significance of the Good Neighbour Policy 
would be wasted and you would have to start building again 
from the foundations. 
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What is is that we are asking for? 

Assistance to Brazil's economic development so as to hasten 
its tempo: assistance in the form of capital and technical help; 
assistance that will represent an insignificant part of the effort 
that we are ready to spend, which however, will be later repaid 
through the export of products essential to the United States’ 
economy. 

I have loyally outlined the panorama of our South American 
life. I have depicted the mistakes which have been so harmful 
to the normal economic development of Latin America. I have 
described, in a spirit of friendly sincerity our disappointment 
at the lack of the help which we believe we deserve. I have 
pointed out the steps that seem to be most necssary for the 
strengthening of the solidarity among the peoples of this 
hemisphere. 

I return to my country where difficulties are a stimulus to 
work and a challenge to the honest effort of men of good will. 
I return with the easy conscience which comes from having 
fulfilled my duty. I return with the feeling that in spite of 
the past mistakes and misunderstandings for which both 
nations have been responsible, Brazil still is and will remain 
the closest and most sincere friend of your great country in 
Latin America. I return with the certainty that your country 
and mine, strongly united by their traditional bonds of friend- 
ship and community of interests will continue their march, 
side by side, toward the realization of their great destiny. 

In closing let me remind you that true friends are those 
who speak the truth. We must never forget that the most 
appropriate warning for the safeguard of the sacred rights and 
true freedom of Man is still to be found in the old saying: 
“An ounce of prevention is worth a pound of cure.” 
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lecturer, but rather as one who seeks the prestige of this 

forum in order to give maximum emphasis and the 
broadest possible circulation to his words. I prefer this freer 
approach because, drawing upon my sold experiences of 
many years throughout Latin America, I can perhaps more 
cogently sound the alarm in respect of what I believe is a 
major threat to the security of our country, the American conti- 
nents and, therefore, civilization itself. 

It is imperative that this alarm be sounded as loudly and 
clearly as possible because the threat to which I have referred 
has been largely ignored by the administration preceding the 
present one in Washington. Their negligence, in turn, has 
meant that few, if any, protective or remedial measures have 
been taken by anyone 

What I mean by “major threat’’ is the “Hate the U.S.A.” 
campaign now being relentlessly waged throughout this hemi- 
sphere and the conspiracy to destroy the United States. 

Moscow is a principal source of and inspiration for this 
threat. The Kremlin, in large part, gives it impetus, direction 
and consistency. Its flood, however, has been augmented by 
substantial currents from such affluents as Peronism, unwise 
nationalisms and political corruption or expediency. Later in 
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my talk I shall revert to the corrosive work of these affluents. 

The conspirators are the Soviet and its Communist lackeys 
in this part of the world, the Peronistas and a remnant of the 
old Nazis. If this conspiracy—which already has brought our 
inter-American relations to a low ebb—is permitted to grow, 
it can cause us to lose this hemisphere just as we did China. 
It can menace our freedoms more seriously than did the Axis. 

Before this informed audience there is no need to expand 
on the evil objectives and measures of the U.S.S.R. policy: 
total world domination by force or fear, cruelty or complot. 
We all know the Soviet threat is global, whether it be carried 
out by Russia or her satellites, through overt aggression or 
ideological penetration. 

In the Americas, Moscow's minions employ the same tactics 
that have been used in Europe and still more in Asia: to create 
and spread chaos; to divide nation against nation and class 
against class; to destroy popular hope for the attainment of 
true democracy; to foment rancor against the United States 
because in Latin America our promises always to support liberty 
have proven false and because the Four Freedoms no longer 
mean anything (sic); to convince people that dictators and 
disreputable governments only exist in this hemisphere due 
to our giving them arms and military training; and, finally, to 
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convert the untutored, confused and blind masses into instru- 
ments for sabotage and revolution. 

The Kremlin believed that all Latin Americans were Indians 
and, like the Chinese, could be incited to racial hatred against 
the United States. They felt that the methods by which China 
was infiltrated and taken over would be especially effective 
south of the Rio Grande. Therefore, Party leaders, such as 
the Peruvian former Communist, Ravines, were taken to 
Moscow where they received special instruction from Mao 
Tse-tung and other Chinese experts in what was known as 
the “"Yenan Way.” 

The nature of the Communist penetration in Latin America 
is exemplified by what has happened in Guatemala. After the 
overthrow in 1944, of the regimes of General Ubico and his 
immediate successor, General Ponce, an assembly convened to 
draft and adopt a new Constitution. This document went 
beyond the usual declaration of broad basic principles into 
matters which more properly fell in the legislative field. In 
so doing, it adopted socialistic measures which, in the interven- 
ing years, have facilitated Communistic maneuvering. 

Under this Constitution Juan José Arevalo was elected to 
the Presidency, taking office in early 1945. When I attended 
the inauguration as Special Ambassador (I was then Ambassa- 
dor in Cuba), I received the first intimation of his left-wing 
proclivities. His personally invited and honored guest at the 
inaugural ceremonies was the Chilean Communist deputy, 
César Godoy Urrutia. This man has since shuttled back and 
forth to Guatemala, serving as a close adviser to Arevalo. 

Arevalo was chosen President, despite a 16-year absence in 
Argentina, because the rivalry between the leaders of the 
revolution prevented any one of them from being named; and 
because, as a university professor, he caught the fancy of the 
students who had an active role in overthrowing Ubico. 

Many were at first disposed to discount Arevalo as an im- 
pressionable and idealistic intellectual, a “spiritual socialist,’ 
who wished to improve the lot of the laboring classes and to 
minimize the importance of the military in government, but 
who lacked the political acumen to do very much about any- 
thing. 

Instead of turning out to be a naive and inept ‘‘cultural,”’ 
filled with a passion to do good, Arevalo proved to be a wily 
politcian and a cunning and effective collaborator with the 
Communists, to whom he has largely delivered his country. 
He and his followers, including his successor in the presidency, 
Jacobo Arbenz, have not hesitated to join in plots and to supply 
arms and money wherewith to promote insurrections all around 
the Caribbean. 

In this connection, it is pertinent to observe that in October 
1952, President Osorio of El Salvador, only by alert and 
resolute action, quelled a coup in his country, which he de 
clared was engineered from Guatemala. President Arbenz’ 
ambassadors in both Colombia and Panama have been declared 
personae non gratae because of their political intriguing and 
Communistic agitation. The French had to take similar action 
in respect of the Communist secretary of the Guatemalan 
Legation in Paris. I might add that the Minister there also 
was a Party member. Alfredo Chocano was thrown out of 
Nicaragua, despite diplomatic immunity, when a suitcase of 
Communist literature was found in his baggage. This gentle- 
man now enjoys the hospitality of Washington as first secretary 
of his country’s Embassy. How torpid can we get? 

Messrs. Molotov, Gromyko and Vishinsky must indeed 
appreciate the 5 org cooperation they receive in the U.N. 
and elsewhere from Guatemalan diplomats. It is quite in- 
comprehensible that she was the sole American republic un- 
represented last month at the Caracas meeting of the Inter- 
American Economic and Social Council. Surely her delegates 
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cou’! have muddled issues and otherwise aided their masters 
in the Kremlin. 

Guatemala as been flooded continuously with Marxist 
Moguls from all over the earth: De Buen and others from 
Spain; Luis Saillant from France; Guiseppe Vittorio, President 
of the Communist World Federation of Trade Unions, from 
Italy; Pablo Neruda, the Chilean poet and Senator, and so 
on through a long list. These foreigners openly give com- 
mands. Presidents Arevalo and Arbenz, with their Cabinets, 
have truckled to them and appointed several to official posts. 
These visitors live in luxury—literally with champagne and 
caviar—in the best hotels, with all bills paid by the Guate- 
malan government. 

On the other hand, continually Guatemalan Communists 
and fellow travellers are sent abroad to attend Soviet-sponsored 
“peace congresses" and for other purposes. 

Lombardo Toledano, the Mexican Soviet-controlled labor 
leader, was imported to supervise the organization of Guate- 
malan workers. Those put in charge of the Union on the spot 
were the Communists, Victor Manuel Gutierrez, Pinto Usaga, 
Pellecer and Fortuny. In a letter dated September 2, 1952, 
and addressed to “Dear Comrade, Mao Tse-tung,’’ Lombardo, 
after expressing his admiration and friendship for Communist 
China, said, “In spite of these obstacles, we, those that form 
the democratic forces in Mexico, are little by little building a 
firm base of disciplined partisans, guided always by the pre- 
cepts of our great leader, José Stalin, and animated by the 
brilliant example of the Chinese people.’ Guatemala is a 
cornerstone of that “firm base.” 

Approaching the end of Arevalo’s term, he and his Com- 
munist confréres picked as his successor, Colonel Jacobo 
Arbenz, Minister of Defense. This selection fitted the Moscow 
pattern perfectly because, as I was reliably informed several 
years ago, both Arbenz and his wife were earnest students of 
Marx. He has surrounded himself with Communists, submitted 
to them and vigorously executed their policies. It might be 
added that his antipathy for the United States is no less than 
that demonstrated by Arevalo. 

As a potential oeeenes candidate, more conservative ele- 
ments picked Chief of Staff, Colonel Arana, who likewise had 
substantial army support. However, he was quickly eliminated 
from the race by as bloody and messy an assassination as can 
be imagined. So riddled was his body by sub-machine gun 
bullets, that his insides oozed forth from countless wounds. 
Responsible and informed Guatemalans and diplomats, resi- 
dent in that country, have sworn to me that not only was 
Arana’s murder instigated at the very top but the two men 
identified as his assassins were appointed to influential govern- 
mental posts. 

Subsequently other courageous men were found to stand 
for election to the presidency, but their supporters were beaten 
and shot and the polls so rigged in all outlying districts that 
they never had a chance. Communist candidates in the recent 
elections were defeated only in the capital, where fraud is 
more difficult, where the Church is more influential, and where 
10,000 Catholic women surged to the polls. 

The Constitution prohibits political parties of an inter- 
national character. The Communists, without cutting any ties 
to Moscow, merely changed their name to the Guatemalan 
Labor Party. Thereupon, the Arbenz government trampled the 
Constitution underfoot by recognizing the newly christened 
party as a legal entity. 

The Communists, presumably with official connivance, have 
further reinforced their political domination of Guatemala by 
first subjugating and then controlling the ballots of large 
numbers of illiterates. The latter, under the Constitution, have 
the option of voting. 





434 


Any show of independence does not make for comfort. For 
instance, on October 29, 1952, five anti-Communists were 
arrested for insulting the government because, forsooth, one 
of them, Luis Valladares, secretary of the Anti-Communist 
Coalition Party, had been so bold as to ask that free cam- 
paigning be guaranteed by the government for the pre-election 
period. It seems that troops were present at the gatherings of 
Communist candidates to detain those who tried to catechize 
the speakers. Later dispatches reported the detention again 
of Valladares on November 7th with two other Coalition Party 
leaders, for having cabled congratulations to General Eisen- 
hower upon his election. The charge was of “traitorously in- 
citing the United States to intervene in the internal affairs of 
Guatemala.’ All their message had said was that Eisenhower's 
victory meant “the defeat of the Red forces that threaten to 
destroy the peace and tranquility of the American continent, 
that aspires to live as a legitimate democracy.” 

Of the four top United States Communist leaders, each of 
whom jumped $25,000.00 bail in 1949, Gus Hall was found 
in Mexico. Winston and Green are now reportedly hidden in 
a government plant, deep in the Guatemalan jungle. 

The authorities boast there is no censorship. However, no 
one, without the privileges of a diplomat pouch, dares to send 
or receive a letter which is in the slightest critical of either 
the status quo or those who are running the country. 

Moscow's campaign against the United States is facilitated 
at every turn by the control exercised over press and radio, 
social security and education, labor and peasant organizations, 
and many other facets of life. A school to train Communist 
labor organizers operates openly under government aegis. This 
winter the discredited film accusing the United Nations forces 
of bacteriological warfare in Korea was widely exhibited in 
the public schools, staffed by government employees. An 
effort to show the anti-Communist film, ‘Red Menace,’ made 
in the United States, was forbidden by the Ministry of Edu 
cation.” 

In a speech last April, I said, ‘In Guatemala, next door to 
the Panama Canal, Party members, fellow travellers, dema- 
gogues, gunmen and killers, have joined with opportunists, 
extreme nationalists, some of the military and a few misguided 
idealists, to make a beachhead for international Communism. 

“The Communists are a minority. But the great unarmed 
majority can do little against machine guns, tanks and gas 
(mostly supplied by the U.S.A.)”" 

( Parenthetically, the Executive dominates an army infected 
with the Communist virus, even. in the high echelons. These 
officers, one of whom was indoctrinated in Czechoslovakia, 
command three airfields built by us during the War. From 
them bombers could fly to Panama in two hours and, in less 
than three, to the petroleum and chemical industries along our 
Gulf coast. ) 

“Early last month (i.e. March 1952) a five-party coalition, 
including Communists and fellow-travelers signed a proclama- 
tion supporting the government's published program: 


1. To fight the anti-Communists, who are at- 
tempting to get organized in Guatemala; 
To fight imperialistic (i.e. United States in- 
investments; 

‘3. To work for world peace—on Soviet terms, 
of course.’ 


“The Ministry of Economy and Labor, in its official publi- 
cations, expounded its program to wipe out foreign invest- 
ments. Not by expropriation. Oh, no! that would have been 
‘very a. Instead, it proposed~’social legislation and 
labor conflicts, with the approval and stimulation of the gov- 
ernment.’ This Ministry also suggested strict controls over 
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foreign companies, taxes, and blocking of profits to force the 
owners to sell (sic), non-compliance with international debts, 
depreciation of currency and exclusion of foreigners. As former 
President Arevalo put it: “The only way to eliminate foreign 
enterprise from Guatemala is through labor legislation.’ 

“The United Fruit Company, as the largest enterprise, was 
the first major victim. Because it pays wages two or three times 
higher than other agricultural employers—and provides free 
housing, schooling, and hospitalization, together with many 
other benefits, the Company could, easily and quickly, have 
settled with the workers. It was prevented from doing so by 
governmental and judicial abuse. Its constitutional rights were 
repudiated by the authorities, at Communist instigation. 

“The tragedy is that, had the Fruit Company been assured 
of reasonable treatment, it would have invested many tens 
of millions of dollars in Guatemala for rehabilitating old prop- 
erties and developing new ones. (It could, for example, have 
done as it has in Honduras, where it converted approaching 
50,000 acres of waste swamps into valuable banana farms. 
Many millions of dollars were spend in the country as more 
dirt was moved than in digging the Panama Canal.) But the 
resultant increases in production, employment, governmental 
revenues and general well-being for Guatemala would have 
obstructed, if not ruined, the Politburo’s schemes to spread 
poverty and chaos in the Western World.” 

While the United Fruit Company has been harassed con- 
tinuously, other United States enterprises, such as the Inter- 
national Railway and Pan American Airways, have been vic- 
timized by discriminatory regulations, taxes, and other abuses. 
Labor has been led to agitate against its own best interests as 
well as those of the employers. Guatemala’s third largest ex- 
port, chicle, formerly brought in $7,000,000 per year. The 
authorities have now caused it to be priced out of the market. 
Every effort has been made to disrupt the nation’s economy, 
to drive out or liquidate capital and promote political turmoil 
and social bedlam. This campaign, in effect, is financed by 
our purchases of coffee at high prices. 

In June 1952, Guatemala adopted a land seizure program, 
thinly disguised as agrarian reform. The seized land does not 
become the property of the person tilling it but remains in the 
name of the state. The law was written by Marxists and is 
similar to that adopted for Communist China. Already there 
have been land riots, bloodshed, and killings, all instigated by 
the Soviet’s agitators. 

The Chief Justice—who, it should be said, has always been 
pretty far to the left of center-——and three associate justices of 
the Supreme Court voted against one lone colleague to uphold 
a petition for an injunction to prevent land seizure under the 
so-called Agrarian Law as unconstitutional. The high court 
also ordered the lower courts to investigate charges of illegal 
seizures of agricultural properties. 

President Arbenz forthwith, in a message to Congress, re- 
fused to recognize the Court's right to take injunctive action 
when it involved his office. By a vote of 41 to 9 with six 
absentees, the Congress upheld the President and dismissed the 
judges; appointing in their places four more tractable poli- 
ticians. 

The Justices were supplanted after only twelve hours of 
debate. The Communist leader, Victor Manuel Gutierrez, told 
his fellow deputies that: 


“a people cannot live subordinated to a constitution 
ones duty of congress is to support the president 
of the republic in this historic case because to accept 
the recourse to injunction would signify the over- 
throw of the agrarian reform law.” 
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Another Communist, Ernesto Marroquin Wyss, denounced 
maneuvers by feudalistic and imperialistic—i.e., United States 
—interests to overthrow the Revolutionary Government (sic). 
He declaimed, ““We have arrived at the time for the complete 
liquidation of the reactionaries.” 

The Guatemalan constitution provides for appointment of 
justices by Congress, but for their removal by that body only 
‘in cases of crime, notorious bad conduct or manifest in- 
capacity.”” Nevertheless, opposition deputies argued to no avail 
that ejection of the judges was unconstitutional and that no 
true charges had been brought against them. 

The incident aroused a furor. The Bar Association of 
Guatemala by resolution proclaimed that the discharges ‘‘flag- 
rantly violate the articles of the constitution that guarantee the 
right of injunction.’’ The revulsion against the congressional 
dismissals caused several judges to resign in protest. Judges, 
court employees and attorneys participated in protest strikes. 

The President, addressing a Communist demonstration as 
“dear workers,” said he was ‘‘very tired" of the reactionary 
opposition to his administration and would support the revolu- 
tionary causes of the people to any extreme so that agrarian 
reform could be converted into reality (sic). There followed 
a parade in which Red and Guatemalan flags were displayed 

The following evening some 7,000 university students and 
anti-Communists protested before the National Palace. They 
proposed to burn a copy of the constitution as a symbol of 
its demise. The General Federation of Workers and National 
Peasants Federation opposed the burning and further incited 
the demonstrators. The proceedings were brought to an end 


when the Palace Guard fired on the students, killing at least 
one person and wounding several more. 

Moscow's agents provoked this affair only slightly over a 
month before the tenure of the Chief Justice and his three 
colleagues was to expire on March 15—three days from now! 
They could easily have waited in order to make the replace- 


ments in accordance with the constitution. But evidently 
neither they nor Arbenz wanted even the semblance of an 
orderly and legal expropriation and redistribution of rural 
lands. That would have been counter to the Kremlin's de- 
termination to subvert constitutional and legal processes and 
to incite riots at every opportunity. 

It would carry me hours beyond the time allotted for this 
lecture were I to recount all the other harrowing details of 
how Soviet-directed Communists have come to control the 
executive, legislative and judicial branches of government 
along with all other important aspects of Guatemalan life. 

No additional facts are required to demonstrate that our 
enemies have established a dangerous beachhead in the very 
center of the hemisphere. It gives them a springboard for a 
military attack against the United States aot an ideal depot 
from which to dispatch subversive and espionage agents and 
to expand their operations into all the Americas. A number 
of republics in the Caribbean area already have expressed their 
profound alarm. 

Clearly this particular ‘‘good neighbor’’ has travelled far 
down the “Yenan Way.” How far have the rest of us gone 
down that ‘Way’ or the “Moscow Way’? We know, from 
sad experience, how far and how dangerously the United 
States had slipped. Yet, I dare say that, with the exception of 
Canada and possibly Uruguay, there presently is less totalitarian 
penetration in this country than anywhere else in the hemi- 
sphere. 

Although some Latin-American leaders, both in and out of 
government, have fought Communism more vigorously and 
intelligently than has the United States, it continues to spread 
at a frightening pace. 
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Some of the armies, including officer corps, have been in- 
filtrated. There are reports from responsible sources of Com- 
munist guerillas being organized, trained and armed in the 
hinterlands of certain republics. Labor unions are widely sub- 
verted by Trotskyites as well as Stalinists. Non-Communist, 
even anti-Communist politicians and parties, seeking electoral 
advantages, have allied themselves with the Communists. Their 
ingenuousness is only equalled by their lack of patriotism. The 
Kremlin's servitors in several capitals have joined with extreme 
nationalists to prevent the conclusion of military and other 
agreements with the United States. Potentially, one of the 
most serious hazards is the number of converts to Communism 
in the universities and amongst cultural groups. The Com- 
munists already are in a position by strikes and sabotage to 
hinder, if not entirely prevent, the delivery to us of copper and 
manganese, petroleum and rubber and other strategic materials 
from the several republics. This could become a life and death 
matter in the event of a third world war. 

I will not attempt today to recite all the details and to 
name each country where these Communistic penetrations have 
occurred. To do so would take time, while adding little or 
nothing to the broad pattern as shown in Guatemala. To this 
dictum there is one exception—Argentina. The situation there 
differs radically from that in Guatemala. Also, the course of 
Communization has developed from within its own govern- 
ment, rather than from foreign infiltration and subversion, as 
has been the case elsewhere in the hemisphere. The tactics 
of the “Yenan Way" do not appear to have been employed as 
they have in the other republics. Instead, the totalitarianism 
now ruling Argentina has been an evolution. Beginning largely 
as a Nazi-inspired grab for power by a small group of army 
officers, it grew through corruption, expediency and individual 
self-enrichment into a Creole Syndicalist State. Gradually, 
while always preserving its extreme nationalism, it has moved 
ever closer to a Communist ideology. It can no longer be 
classified as a form of fascism. Because of its unique character- 
istics, it is fitting that I briefly describe it to you. 

On April 28th last year, I said: “I am reliably informed 
that recently the United States was furiously assailed over the 
Guatemalan government's radio on a program sponsored by 
the Argentine Foreign Office. This is not surprising, because 
the attacks on us by the officially controlled press of Argen- 
tina, the General Labor Federation, and that country’s labor 
attachés everywhere, all closely follow the Moscow line. The 
anti-United States tirades by ‘Descartes’\—never denied to be 
Peron’s pen name—sound like those in Pravda and Izvestia. 
They and the speeches from the Casa Rosada use typically 
Communistic rather than Spanish affectations. Perhaps they 
are written by some of the well-known Communists who are 
recognized Peronista apologists and counsellors, such as 
Puigros, Unamuno and Isaac Lebenson. The latter formerly 
was a brain-truster for Lombardo Toledano. 

“Characteristically, Communist procedures appear in many 
fields. For instance, in business IAPI, the state trading organ- 
ization, is a counterpart of Amtorg, just as the so-called 
‘Justicialista’ stores are of the state-run shops in Russia. 

“Of course, the process of Communization is far from 
complete according to Kremlin standards but it is on the 
way. Some admitted Marxists every now and then are still 
used as targets for attacks and arrest in Argentina, but it is 
a fair guess that the really important ones have joined up, 
just as Stalin did with Hitler in 1939. 

“This is portentous for the United States. The Communistic 
and Peronista ideologies are at least parallel. Both are premised 
on antipathies for private enterprise and personal freedom 
and on enmity for our country 1 pone it has stood for.” 
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Peronism, up to 1948, was a neo-fascism or species of 
national socialism approximating Hitler's. Now it has evolved 
into Justicialism which, in theory and practice, can be defined 
as national Communism 

This is proven by the record, right across the board: The 
brutal imprisonment and tortures of political prisoners; the 
loss of personal liberty, of freedom of speech, press and 
assemblage; the confiscation of La Prensa; the State control of 
industry and commerce, of banking and credits and of labor, 
to a point where it is subject to the “Lider’s’”’ slightest whim. 
Everything about the totalitarian regimes in Russia and Argen 
tina is as identical as is the coincidence of their “Hate the 
U.S.A.” propaganda and their ambitions to dominate and 
eventually rule their neighbors 

The complicity of Peron and his henchmen with our enemies 
duting the last war continues. Many leading Nazis and 
Fascists are installed in Argentina. A number of them are 
working for the government or subsidiary organizations. 

According to recent investigations by British Zone authori- 
ties in Germany, Nazis there and in Argentina have been 
jointly plotting to revive Hitler's dream of world conquest. 
This situation deserves careful scrutiny, because German 
brains and organizing abilities added to the Communsit- 
Justicialista conspiracy against the United States could be more 
menacing to us than was the Axis in 1939. 

Before attempting to say how this threat can be combatted 
effectively, it is necessary to explode some pat but false phrases 
and ideas, to abandon our naivete and wishful thinking, and 
to get down to a bed-rock of facts. In this spirit, I submit 
the following considerations: 

A. There are many reasons to doubt the theory that poverty 

and illiteracy, per se, lead to and are concommitants of 
Communism. 
Industrialization and higher living standards are not an 
automatic cure for extremist ideologies. On the contrary, 
Communism often thrives more under those conditions 
than it does in less developed areas. 

Consequently, the Point IV and other ‘give-away’ pro- 
grams, unless executed with maximum wisdom, may promote 
rather than diminish Communism. ,Inferentially, they promise 
an economic equality which is unattainable, since inequality 
is a coeffitient of all life. They spurn the spiritual to adopt 
a materialistic approach, wh ch 1s premised on the Com- 
munist doctrine that economic well-being precedes liberty. 
Exactly the opposite is true. By first winning our liberties we 
were able to prosper. Religious, political and cultural free- 
doms are the only guarantees of economic advancement. With- 
out them there can be no enduring betterment. 

It is time we stopped preaching Marxian Materialism and 
began to defend democratic mt pS not as perfect, but 
because: (a.) the ownership and usheritance of private prop- 
erty are human rights and (b.) free, competitive, private 
enterprise, given time, will force an over-all improvement. 
C. Party leaders usually are intellectuals and not horny-handed 

sons of toil drawn from the laboring classes. 

D. Card-carrying Party members are not necessarily the most 
dangerous. Rather, they are used to provoke strikes, riots 
and insurrection. They serve as targets for attack or arrest 

as, for instance, when a Peron wishes to pretend he is 
anti-Communist. 

The really important leaders remain incognito. Gerhardt 
Fisler's former wife doesn't believe he ever had a card. Old 
Communist hands declare it would have been ridiculous to 
endanger Alger Hiss’ usefulness by permitting him to be a 
card-carrying member. 

E. Communism itself, since the end justifies any means, is 
to be considered only an instrument; an extraordinarily 
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useful one to be employed at every opportunity. But even 
it may be temporarily denied, or cast aside, if circumstances 
so require. 

F. Never must we underestimate our antagonists. Neither 
should we overestimate them as we did the Nazis for a 
while. Now we are too prone to regard the Soviet's co- 
horts as supermen. They are nothing of the kind—in 
fact, their exclusion of all ideas from abroad, coupled 
with their attempts to control everything, even to the 
thoughts of their citizens, in the end will put them com- 
petitively at a disadvantage. 

>. Broadcasting badly played rhumbas and tangoes over the 
Voice of America is not the way to “win the hearts and 
minds” of Latin America. 

Over the last ten years I have repeatedly but unsuccessfully 
tried to convince the appropriate officers in the State Depart- 
ment that our friends to the south both possess an acute sense 
of humor and have many witty writers and cartoonists. For 
a fractional part of the cost of the Voice, we could employ 
these people to laugh the Communists right out of the hemis- 
phere. Ridicule can be a lethal weapon. 

H. It injures our cause to toady to dictators and disreputable 
governments simply because they proclaim themselves to 
be anti-Communists and on our side. Some of them are 
known to have flirted with Kremlinites and never can they 
be counted on in a crisis. A few of these autocrats in this 

hemisphere, by their corruption, cruelties and mass mur- 

ders, a driven many into the enemy's camp. What is 
worse, by playing up to them, we alienate thousands of 
genuinely democratic people who feel we have jettisoned 
our principles and repudiated representative constitutional 
govrnment. 
Moscow for years has been permitted, practically unmo- 
lested by our government, to build its legions throughout 
the Americas. I speak feelingly because, to the best of my 
knowledge, no other United States diplomat in this hemis- 
phere earlier warned, or more emphatically continued to 
warn, Washington than I of what the Communists were 
up to. I am proud to add that I also was among the 
first to be attacked by them. 

By July 1945, Communist penetration throughout the 
hemisphere had so increased that I cabled twice from Buenos 
Aires to the President and Secretary of State. I recalled my 
previous memoranda and many dispatches reporting that the 
USSR was using local Communists in the Americas as an 
instrument of power politics. I pointed to the complicity 
between Stalin and some dictators in our neighborhood. I 
insisted we omit no precaution. Finally, I urged in the strong- 
est terms that the President and Churchill at Potsdam put it 
up to Stalin that we were aware of Soviet activities in Latin 
America and that they must stop. Nothing ever came of this 
or my other exhortations in the Department. 

At the time I was puzzled and frustrated. Now, in the 
light of the Hiss and other disclosures about the State De- 
ss the reasons for my failure to arouse interest become 
airly apparent. In fact, it is significant that when, a year 
and a half ago, I asked to see an extra-ordinarily important 
memorandum I had prepared at the end of 1944 on Com- 
munism in Cuba, not a single copy could be found either in 
the Department's or our Havana Embassy's files, although I 
had * gprnee! copies in both places. 


J. The degree to which the United States has adopted 
socialistic and even Marxist principles and laws weakens 
us in the battle against the Soviet. Also, it sets a bad 
example which other nations follow with equally debilitat- 
ing results. The quicker all of us get rid of excessive state- 
interventionism, he better it will be. 
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K. What have been our Government's policies prior to Janu- 
ary 20, 1953 in respect of this Communist-Peronista con- 
spiracy against us? 

The answer is terse: Washington shamed us by extending 

a $125 million credit and selling cruisers and arms at bargain 

prices to Peron, an acknowledged enemy of the United States. 

It also threw Bolivia into his orbit by RFC bungling of tin 

purchases since 1945. (It should be noted, in passing, that 

the most influential man in the Bolivian Government is a 

Trotskyite.) With few exceptions, our entire approach to 

Peron has been humiliating and it has seriously injured us 

throughout the hemisphere. Our Guatemalan policy has been 

namby-pamby. It rarely seems to have advanced beyond 
courteously admonishing that government about the dangers 
of Communist infiltration. How they must have laughed at us! 

The timidity of the outgoing administration in Washington 
may have inspired a leading New York daily when it edi- 
torialized on eens 24th that in the case of Guatemala we 
must proceed og pened with “finesse and patience’’; that 

“it must especially be made clear that the State Department is 

entirely in accord with the recognized inter-American policy 

of non-interference in the internal affairs of other countries’; 
and, finally, that ‘As a vital corollary to all this, there should 
be an understanding that what we hope to see in Guatemala 
is a free, democratic, prosperous and friendly country . . . .” 

Of course we hope to see that. But merely hoping will not 
get us very far in the struggle against Communism. Before 
it is too late we had better learn a few simple facts such as: 

1. -The majority of our problems in foreign affairs could have 
been readily solved if they had been intelligently handled 
at their inception and often even after a considerable time 
had elapsed. Argentina and Guatemala are sad examples 
of our failure to take timely and appropriate action. 
Frequently it is necessary to fight fire with fire. 
Diplomatic ‘‘finesse and patience”’ are all right under the 
Marquis of Queensbury rules but they may bring defeat 
if applied in a bar-room brawl, such as we are engaged 
in with the Kremlin. 

No one is more opposed than I to interference in the 
internal affairs of other nations. But, certain complications 
must be considered: Such are the power, wealth and 
prestige of the United States that whatever it does or does 
not do or say, insofar as any other nation is affected, 
inevitably constitutes so strong an influence as to be 
tantamount to an interference or even an intervention. 
This is a truism, although none of us like to utter that 
bad word “intervention.” 
The fact that we have done nothing positive in defense of 
the decent and genuinely democratic peoples in Guatemala and 
Argentina, per se, constitutes an intervention against them and 
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in favor of these Communistic or quasi-Communistic regimes. 
This destroys respect for us and encourages attacks by others 
on the United States. The Communists naturally, although 
cynically, use this argument against us. 

The United States intervened in World War II to destroy 
those anti-democratic regimes which then threatened humanity. 
Presently, there are Latinos who ask what is the difference 
between the latter and the modern totalitarianisms and tyran- 
nical dictatorships of this hemisphere. 

As a result a cos failure to act forcefully now, conditions 
may so deteriorate that later, in self-defense, we may be com- 
pelled to intervene. I pray that in such an eventuality the 
collective action of some, preferably a majority, of the other 
republics can be obtained. But that might become impossible 
if the Red Dust settles over a sufficient number of countries 
to block a two-thirds vote in the Organization of American 
States. 

Above all, I should like to underscore that because Com- 
munism is so blatantly an international and not an internal 
affair, its suppression, even by force, in an American country, 
by one or more of the other republics, would not constitute 
an intervention in the internal affairs of the former. 

The United States is spending the lives of its youth and 
its wealth to stop the spread of Communism, of Soviet domi- 
nation, thousands of miles to the East and West of our 
boundaries, across great oceans, in Europe and Asia. Yet, at 
its very portals, in this hemisphere, it blandly looks on and 
takes no effective remedial or preventative measures against 
this same enemy. This struggle paradox becomes even more 
alarming because the Communists are measurably strengthened 
through their conspiracy with the Peronistas. Our very survival 
as a nation may be threatened if this situation is permitted 
to continue and grow. 

fg that the new Administration will attack this danger 
rapidly, intelligently and energetically. 

During this talk, I have indicated various steps to defeat 
the Communist-Peronista conspiracy. To these I would add: 
We must stop conditioning our foreign policy on fear—either 
fear as to how our allies and friends may react or fear of the 
Soviet. We must proceed with audacity, firmly embedded in 
wisdom and experience; with self-confidence, that “first secret 
of success,’ sustained by adequate economic and military 
preparations against the eventualities of both peace and war. 
We must inform the peoples to the south of us that the 
United States is willing to fight in defense of their, as well 
as our own, human rights and civil liberties. We must offer 
these neighbors courageous and dignified leadership. We must 
respect them and their rights and exact the same from them. 
Lastly, we must reaffirm our dedication to the morals taught 
by our churches and to the principles of the Constitution and 
Bill of Rights. 


Why Not Democracy in Latin America? 


LATIN AMERICAN POLITICAL TRADITION 
By DR. MANUEL R. GARCIA-MORA, Professor of Political Science, University of Detroit, and Member of 


the Inter-American Institute of Immigration, Inter-American Bar Association 


Delivered before the Detroit Graduate Chapter of the Delta Sigma Delta, National 
Professional Dental Fraternity, Detroit, Michigan, March 23, 1953 


democracy, as a political system, has made little progress 
among the countries south of the Rio Grande. It can be 
safely said that the most conspicuous characteristic of present- 
day Latin American politics is the increasing habit of chang- 


"[ emo seems to be a general agreement to the effect that 


ing government by violent revolutions without much regard 
to the exercise of democratic processes and constitutional 
mechanisms. It has been estimated that since the turn of the 
century about 75 successful revolutions have taken place giving 
rise to a corresponding change in the existing governmental 
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system. Moreover, it appears that today the majority of the 
Latin American countries still accept revolutions as the only 
means of changing power. It is very simple to criticize such 
a state of affairs, but it is a more difficult matter to ascertain 
its underlying causes. My talk tonight will attempt to discuss 
some of the factors which have greatly retarded the develop 
ment of a genuine Latin American democracy 


Generally speaking, the lack of democracy in Latin America 
can be attributed to four different causes. Looking back over 
the history of the Latin American countries before they attained 
their independence, we find one such factor or explanation 
This consists in the well-established fact that The Spanish 
colonial administration was highly centralized and authori- 
tarian. It can scarcely be denied that the Latin American 
colonial history was a sad story of one of the most ruthless 
exploitations that the world has ever seen. In this connection, 
Spain's integests in the colonies were not political but com 
mercial, And it was precisely for this reason that Spain looked 
upon the colonies as a great reservoir of wealth which was 
to be exploited for the benefit of Spain alone. Under such 
conditions, it was impossible for the natives to receive a 
proper training in the art of government. Even the political 
institutions which Spain established did not show much con- 
tinuity, since they were framed according to chance and 
expediency. Thus, the natives never became accustomed to a 
given political tradition. In any event, opportunity for local 
government was painfully lacking, for the whole colonial 
administration was “‘controlled and regimented by royal com- 
mand,” as Professor Fitzgibbon of the University of Cali 
fornia has aptly said. While in the United States the colonists 
established charters for the express purpose of limiting the 
powers of government in their -eniog mc in Spanish America 
there was no corresponding tradition in constitutional govern- 
ment. Therefore, a tradition of constitutionalism could not 


possibly develop, and it is not too much to say that the Latin 
Americans were subjected to an unlimited power arbitrarily 
It was indeed the tragedy of the Latin American 
xcoples that when they attained their independence at the 
eginnings of the 19th century, they lacked the necessary 
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preparation for self-government. It is true that all of the 
Latin American countries immediately proceeded to enact con- 
stitutions, but actually these were mere theoretical documents 
without much practical value in every specific case. Here we 
touch upon an important political idea which underlies Latin 
American political thought. While in the United States the 
Constitution represents a codification of fundamental principles 
which must be strictly observed, in Latin America a constitu- 
tion may represent the ideas of the moment as to how the 
government should operate under rather utopian conditions. 
Since these ideas are utterly divorced from reality, it is a 
foregone conclusion that the government will operate outside 
the constitution. This accounts for the reason why many con- 
stitutions have lent themselves to the establishment of dicta- 
torial regimes. 

The second important factor which has left its mark on 
the Latin American political tradition is foreign intervention. 
In this respect, England, France, the United States, Italy and 
Germany have settled and unsettled Latin American govern- 
ments in the most arbitrary fashion. The criterion to inter- 
vent in the internal affairs of a country was whether or not 
the government in question was friendly irrespective of its 
political ideology. It is probably safe to say that everybody 
is familiar with the attempts of England to control the Central 
American countries, which at the end of the 19th century 
took the form of outright annexation of certain areas. The 
annexation of British Honduras is a vivid illustration of this 
policy. The attempts of France to establish an Empire in 
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Mexico is a well-known historical fact. The shelling of the 
coast of Venezuela by the combined forces of Germany, 
Great Britain and Itaiy in 1902 is a sore spot in Latin 
American history. And the interventions of the United 
States through her recognition and un-recognition doctrines 
were for a long time a decisive obstacle to genuine Pan 
American understanding. But it must be also mentioned 
that interventions have been practiced by the Latin American 
countries themselves. Thus, it is well-known that Uruguay has 
been a football in the political game between Brazil and 
Argentina, that Paraguay has not yet recovered from the war 
of 1865-1870 where the combined forces of Argentina, Brazil 
and Uruguay defeated the Paraguayan dictator, and ee 
was finally signed the population of Paraguay was reduced 
from a million people to some 225,000 women and 25,000 
men. One could mention other examples of interventions 

racticed by the Latin American countries against each other, 
- it is believed that the above-mentioned facts are sufficient 
to illustrate the point under consideration. 

With respect to foreign interventions, the important thing 
is that since the Latin American governments were unable to 
resist the pressure coming from outside, political leaders within 
these countries took advantage of the situation and offered 
their services to foreign governments in order to overthrow 
the supposedly non-cooperative regime. It made little or no 
difference whether the so-called non-cooperative regime hap- 
pened to be a democratic one. The important thing from 
the standpoint of foreign governments was to establish a 
friendly regime irrespective of its political ideology. Anyone 
would agree that these conditions are anything but conducive 
to the smooth functioning of democratic institutions. It may 
be suggested that foreign interventions destroyed and dis- 
credited Latin American constitutionalism as well as the con- 
fidence of the people in their own institutions. Furthermore, 
the regimes which emerged from these interventions have been 
subsidized by foreign governments and proved themselves to 
be notable for their corruption and personal ambitions. 

A third important factor responsible for the present Latin 
American political behavior is the economic one. It has been 
said that the effective operation of democracy depends largely 
upon the enjoyment of healthy economic conditions. It cannot 
be denied that most of the Latin American countries are 
economically poor and that their standards of living rank 
among the lowest in the world. Among the causes of these 
economic and social conditions the system of land ownership 
occupies a paramount place. The crucial institution of land 
ownership in Latin America is the so-called /atifundio, which 
can be roughly translated as “‘large estate.’’ It resembles pretty 
much the feudal system, where land ownership is concentrated 
in the hands of the privileged few. A few figures will help 
to illustrate the actual operation of this institution. It has 
been reported that today in Peru, whose population is about 
7 million people, the entire valuable land is owned by 10 
families; in Mexico before land reforms were introduced, 7 
thousand families owned nearly all of the fertile land of the 
country; in Chile today 7% of the population owns most of 
the land, and finally in Argentina the majority of the large 
estates extend over an area of 25,000 acres or more. Indeed 
so powerful and fundamental is the influence of this system 
of ownership that many experts claim that a reorganization 
of the Latin American economy must be — by a com- 
plete reorganization of the system of land ownership. 

The fourth factor which must be taken into account in 
analyzing present Latin American political behavior is that of 
political parties. The Latin American countries have a tradi- 
tion of multiple parties. It is difficult to say with certainty 
how many political parties a given Latin American country 
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has. Party sentiments range today from the extreme conserva- 
tive right to a revolutionary socialist and communist left. This 
multiplicity of political parties has given rise to two condi- 
tions. First, the strong executive or strong president has been 
promoted by factional divisions within the representative 
assemblies. Since there is no single political group that has 
a clear majority in the assemblies, and coalitions are practically 
out of the question since each party hopes to control the 
presidency, the president actually has to centralize the entire 
machinery of government in order to get something accom- 
plished. Secondly, there is a very little party discipline. In 
fact, the multiparty system does not give the masses a fixed 
criterion by which to determine their political afhliations. Nor 
does it promote loyalty to a given political ideology. When 
a Latin American goes to the polls, he is not voting for a 
party but for a man who in his opinion has a more colorful 
personality. This may partially explain why in many occasions 
the Latin American peoples have been willing to yield to the 
appeals of a dictator. 

These four factors can be said to be responsible for the 
present Latin American political behavior. Two words can 
characterize this behavior—revolution and instability. It is 
indeed disturbing to see that almost every month a revolu- 
tion has taken place and that a new constitution has been 
accordingly enacted. In many instances a revolution has 
resulted in the radical change of the framework of the State. 
Thus Brazil changed, through revolutions, first from an Empire 
to a Republic, secondly from a Republic to a totalitarian State, 
and finally from a totalitarian State to a Republic again. The 
end result of such revolutions has been a tack of constitutional 
stability as manifested by the enormous amount of constitutions 
that each country has thus far enacted. To be specific, Ecuador 
has had 15 constitutions; Peru 17; Venezuela 23; Bolivia 16; 
Haiti 14; the Dominican Republic 28, and Brazil five, just to 
mention the experience of a few countries. It can be readily 
seen, therefore, that the mortality rate of Latin American con- 
stitutions is very high. Any scholar trying to keep up with 
such drastic developments is likely to give up in despair. 

In similar vein, the fact that constitutions have been so 
easily changed reveals another characteristic of Latin American 
political outlook. A constitution, according to Latin American 
practice, is only the expression of the temporary political forces 
that happen to prevail at a particular time. Being the expres- 
sion of temporary forces, it necessarily follows that the con- 
stitution must be changed as often as those forces change 
It is also interesting to note the interpretation given to the 
actual content of these constitutions. For insance, there is 
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perhaps no other subject more specifically regulated and more 
carefully safeguarded than the Declarations of Rights. But 
it must be immediately added that it has been in the field of 
civil liberties that Latin American governments have most 
miserably failed. While in the United States civil liberties 
are considered to be inherent in the human personality com- 
pletely independent of any grant from the government, in 
Latin American political practice civil liberties seem to be 
regarded as special grants from the government which may be 
revoked accordingly. Thus, it is not surprising to see that a 
political party may base its platform on the idea that, if 
elected, it will respect free elections and, generally, the con- 
stitution’s bill of rights. In fact, upon attaining power many 
Presidents have issued statements to the effect that they will 
respect the constitution and its declaration of rights. This 
attitude can be easily explained in the light of their colonial 
experience. Under the Spanish colonial administration, the 
Latin Americans never became accustomed to regard rights as 
inherent in the human personality, but rather as a special favor 
of the government which could be abolished at will. 

The foregoing survey appears to be the present picture of 
the Latin American political tradition. I believe that any plan 
of action designed to bring about genuine democratic insti- 
tutions in Latin America must take into account the follow- 
ing fundamental facts. First, democracy and constitutional 
government cannot be imposed from without; they have to 
grow from within, that is to say, from the peoples themselves. 
In this respect, it is rather encouraging to see that such coun- 
tries as Brazil, Mexico, Chile, Uruguay, and to some extent, 
Argentina, have been travelling along democratic roads for 
a comparatively long period of time. Secondly, the types of 
democratic procedures that may develop in Latin America do 
not have to be similar to those of the United States, or any 
other old democracy. The record of history will prove that 
no two democracies have developed exactly aiong the same 
lines, and that given differences in political tradition and in 
economic and social conditions, the mechanisms designed to 
put democracy into operation will necessarily have to vary. 
Finally, democracy will be possible only if the four factors 
mentioned above are eliminated or, in any event, channelled 
along other directions. One thing at least appears certain: 
today when the international scene ts caideaaa y the conflict 
between democracy and dictatorship, the problem of promot- 
ing a healthy democracy in Latin America becomes a matter 
of extreme urgency and vitality. Only then will we be able 
to count on a strong Inter-American System capable of resist- 
ing the increasing menace of Communist aggressions. 


Canada’s International Situation 
and Point of View 


FRIENDSHIP AND CONFIDENCE 
By MR. L. B. PEARSON, Secretary of State for External Affairs of Canada 
Delivered at the Town Hall Forum "Canada—Nation on the March,” New York, N. Y., March 3, 1953 


I’ IS always a — for me to visit Town Hall. Its 


very name evokes nostalgic memories of an earlier and 
more tranquil day when across Canada and the United 
States Town Hall meetings were in a very real sense the 
cradles of democracy. Freedom of discussion and debate, the 
honest exchange of conflicting ideas and argument—these 
things which we cherish were born of such meetings. 
Since those days the democratic community has immeasur- 
ably increased in size and complexity. This is one reason why 


the importance of freedom of thought and discussion is greater 
than ever before. Therefore I welcome the chance of initiating 
this series of talks on Canada, which has been planned (like 
so many other projects in which our two countries are con- 
cerned) as a co-operative venture on the part of public spirited 
men from both sides of the border. 

I speak to you today as the Canadian Secretary of State for 
External Affairs and not, I hasten to add, as President of the 
United Nations Assembly. As a Canadian may I say that I 
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think you have chosen a good and timely subject. No two 
countries are more closely concerned with each other's affairs 
than Canada and the United States. Our people should know 
and learn all they can about each other, both in this Town 
Hall, and outside it. 

In some parts of the world where smaller countries lie 
next to more powerful neighbors, the dominant keynote is 
fear and subordination. In North America, it is friendship 
and confidence, founded on a free and fruitful association. 
Proximity arising from the facts of politics and geography 
can often breed mistrust. In the case of our two peoples, 
it has bred deep and mutual respect. Proximity does not for 
us mean the imposed leadership of the master or the enforced 
obedience of the reluctant satellite. It means a partnership, 
based on consultation and cooperation, and it includes the 
right to agree——or to disagree 

This tradition of the good neighbour derives not merely from 
the fact that we are the joint occupants of a continent endowed 
with great material resources and developed by the industry 
and spirit of Canadians and Americans. Nor is it due only 
to the fact that we know—and act on the knowledge—that 
our defense recognizes no national boundaries; that it lies in 
collective measures shared with our neighbours and our friends, 
and in the pledges we have made—and which we are honour- 
ing—as members of the United Nations. 

The sources of our good neighbourhood lie deeper. They 
are found in the faith which illuminates our search for the 
security and the welfare of our own peoples, and of others 
as well; in respect for freedom, and for the rights and dignity 
of individual men and women. 

Representing the smaller partner in our association, I have 
been asked to talk to you about “Canada’s international situa- 
tion.’” The “personal columns’ in our newspapers often speak 
of “situation wanted.’ Somet*mes in international affairs we 
find ourselves in situations which no one in their right mind 
could possibly want. The international situation in which 
Canadians find themselves, like that facing other people, is 
only partly the product of what we are and what we want. 
Much of it is ready made for us by the hard and sometimes 
bitter facts of international life. 

Canada is a North American nation in 2 British Common- 
wealth; made up of peoples as old—and as new—as any on 
this continent;with a varied and expanding economy; and with 
inherited traditions of political liberty and respect for the rule 
of law. All these elements are reflected in our attitudes towards 
other peoples, and in the policies we advocate and support in 
our relations with them. 

There is something else, however, an awareness of the 
importance to us of the policies of other states. Our whole 
history tells us that events far from Canadian borders can 
transform overnight our lives and our destinies; can re-shape 
the whole pattern of our economy, our daily ways of life 
and work e Canadians know from hard experience that we 
cannot dodge the impact of world events. Sentiment—derived 
from an unbroken political association with the United King- 
dom, and a continued contact with France, reinforces and 
underlines this knowledge. 

Canadians cannot avoid playing some part in world affairs, 
for this is dictated by our history and tradition, by our national 
interests, as well as by the kind of world we live in. 

Our first interest is in peace. To seek and secure this is 
the primary obligation on any government of Canada. This 
is natural for we have—apart from the Korean conflict—been 
at war for 10 years since 1914. 

The realization of this desire for peace and security, we 
know, depends on a recognition of its vital and equal im- 
portance by others. We accept the reality of inter-dependence 


VITAL SPEECHES OF THE DAY 


in a shrinking world. Peace for us means that there must 
be peace in the indivisible international community. 

A second national concern—closely tied to international 
developments—is the welfare and the prosperity of our people 
which is inseparable from the welfare and sn we of others. 

Canada is a country which to an unparalleled extent is 
dependent on world trade for the livelihood of our — 
Our trade links with the United States, the United Kingdom 
and the Commonwealth, with Western Europe and with the 
rest of the world, both for necessary imports and as markets 
for our exports, give us a vital stake in a high and increasing 
level of world trade, second to no other country in the world, 
and in world prosperity which, like peace, is also indivisible. 

A third concern, less tangible than peace and economic 
well-being, but no less important, is our deep attachment to 
certain principles rooted in our history and in our experience 
as Canadians. These principles determine largely how we 
approach and seek to settle the international problems which 
confront us. They lie at the foundations of Canadian policy 
in world affairs. They influence the way we view our rela- 
tions with our neighbours across the land and sea frontiers, 
with the other members of our world-wide Commonwealth 
association, with our friends of the North Atlantic alliance. 
They also underlie the obligations we have assumed in the 
United Nations as a member of the world community. They 
explain, too, the way we react to states or to doctrines which 
seek domination through force or the threat of force, through 
the submreging of decent instincts and the glorification of 
ruthless power, and why we oppose totalitarianism and tyranny. 

Six years ago, the Prime Minister of Canada, Mr. St. 
Laurent, speaking of the foundations of Canadian policy in 
world affairs, said this: 

“A policy of world affairs, © be truly effective, must 
have its foundations laid upon general principles which have 
been tested in the life of the nation and which have secured 
the support of large groups of the population. It is true 
that differences of opinion about foreign policy must con- 
tinually be peoctoedle ari discussion and debate. Such dis- 
cussions, however, can result in constructive conclusions only 
if they take place against the background of a large measure 
of agreement on fundamentals.” 


What then are these fundamental principles which so largely 
determine the conduct of foreign policy in Canada? 

1. National unity: 

No policy can be regarded as wise which divides the people 
whose effort and resources must put it into effect. This fools 
not only to the two main cultural groups in our country; it 
applies equally to sectionalism of any kind. For Canada dis- 
unity means impotence. The possibility of disunity is always 
an immediate and intense pre-occupation with any Canadian 
Government conscious of the facts of our geography, history 
and of our racial and federal structure. 

2. Political Liberty: 

We value political freedom as something beyond price. So 
we are conscious of the danger to our own political institu- 
tions when freedom is attacked in other parts of the world. 
From our democratic inheritance, and from our own experi- 
ence, we have come as people to dislike and distrust govern- 
ments which rule by force and suppress freedom. We seek— 
and find—our friends among those of like political traditions. 
And we recognize that a threat to the liberty of peoples else- 
where is a threat to our liberties at home. 

3. The Rule of Law in National and International Affairs: 

Respect for the rule of law, both in our own country, and 
in the relations we wish to see established between the states 
of the international community, is for us a cardinal principle. 
This is one of the elements in our national attitude towards 
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totalitarian countries—whether of left or right—where the 
government sets itself above the law. It also explains the 
support we give to strengthening the procedures of law and 
justice in the international community. 

4. The Importance of Moral Values: 

In our national life and in our participation in world 
affairs, we are deeply conscious of the moral values which 
we have inherited from older civilizations. This is the basis 
of the emphasis which we give to the importance of the indi- 
vidual personality in the conduct of human relations. 

5. Acceptance of responsibility in keeping with our con- 

ception of our role in world affairs: 

Our experience has shown us that our security depends 
upon the development of a successfully functioning inter- 
national organization. So we are prepared to play our full 
part in associations and organizations which serve the world, 
within our capacities and our resources. 

These are the principles which influence, and largely deter- 
mine our point of view on world affairs. Our experience in 
two world wars-——and their aftermath—has confirmed our 
belief in their validity. 

In August 1914 Canada was a young country on the eve 
of great developments, with a population only half of what 
it is today. After four years of what was called the First Great 
War, 60,000 of our youth were left on the battlefields of 
France and of Flanders. That experience remains an abiding 
memory, but at first we did not draw the right conclusions 
from it. 

After the first war, many of us pinned our hopes for peace 
on the newly-founded League of Nations, without showing 
any great zeal in taking measures necessary to realize these 
hopes. Governments—including the Canadian Government— 
were not prepared to use collective force to deter aggression 
at the point when and where it might have been stopped. So, 
by September 1939 there was no way to stop Hitler's Germany 
short of a total war based on old concepts of national defense 
and improvised national alliances. 

In the six years of total war which followed—in that war 
for which we did not find a name— merely a number—42,000 
Canadians lost their lives. The monetary cost to Canada's 
12 million people was in the neighbourhood of 20 billion 
dollars. 

But in these second war and post-war years, all of us learned 
some lessons of great importance about peace. We learned 
that peace could not be achieved by leaving the job of secur- 
ing it to others; by refusing to make commitments in advance; 
or by shutting our eyes to the reality of the threat of force 
designed to achieve world domination. Above all, we learned 
that in the face of a determined aggressor, to be weak is to 
invite disaster, and to be alone is to ensure defeat. 

So in 1945, from the rubble and destruction of World 
War Two, there emerged a great hope and a great principle. 
The hope was that through the United Nations we might 
succeed, in the words of the Charter, “in saving succeeding 
generations from the scourge of war which twice in our life- 
time has brought untold sorrow to mankind.” 

Canada’s support for the United Nations at that time and 
our support now is based on the principle that aggression 
could only be prevented or defeated through the organiza- 
tion of collective security. That principle was right then, and 
it is right today. But we—and others—were gradually forced, 
through our experience of the events of 1945, '46 and ‘47, to 
recognize the fact that the unanimity of the Great Powers on 
which the prospect of collective security through United 
Nations action was originally planned had yielded to mistrust 
and deep hostility. Instead of the peace for which we so 
earnestly hoped, we felt the icy breath of the “cold war.” 
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So we were compelled by events to organize the collective 
security envisaged under the Charter through other, more 
limited agencies, such as the North Atlantic Treaty Organiza- 
tion. In company with other free states in the Atlantic com- 
munity and elsewhere, and in response to the threat we felt, 
Canada decided to increase and to pool its defense effort, 
and to assume, in advance, far-reaching and precise commit- 
ments for collective defense and security. 

Then in June 1950, the aggression in Korea exposed the 
global nature of the threat to us all. When it broke on an 
almost unsuspecting world, the United Nations reacted with 
a speed and vigour which heartened its friends and con- 
founded its critics. The Korean aggression placed a large 
sector of the free world on the alert. It showed the immensity 
of the challenge. It exposed the nature of the forces—both 
physical and psychological-—which the free world faced, and 
the vast dimensions of the struggle in which our generation 
was engaged. 

The United Nations was galvanized into action by the 
sudden and wanton character of the attack on the small 
Republic of Korea because it was recognized that if the chal- 
lenge were not taken up there, promptly and with decision, 
it would only have to be met elsewhere, perhaps on an even 
greater scale. 

So forces from Canada, and other members of the United 
Nations moved to the scene of battle alongside their comrades 
from the United States, who, along with the free Koreans, 
bore, and continue to bear, the brunt of the struggle. 

These events across the Pacific had an immediate effect on 
NATO planning in Europe. Effective forces and equipment 
were stationed in increasing numbers on the frontiers where 
history and experience have convinced us the main immediate 
danger still lies. 


They are there for one reason only—to deter or to resist 


aggression and to make peace possible. Canadians—almost 


without exception—approve of our own participation in this 
effort. 

The price Canadians are paying for the maintenance of our 
growing defenses—at home and abroad—is—for a nation of 
14 millions—substantial. In 1939 we were spending only 
about 38 million dollars for defense. This year we are spend- 
ing more than two billion dollars—or in terms of the total 
national income of the United States—the equivalent of about 
38 billion dollars. And since the war, asng given assist- 
ance to our friends in the form of grants, gifts, or credits the 
equivalent in terms of your national income of nearly forty 
billions of dollars. 

Both in Europe and in Korea, Canada is bearing its own 
substantial share of the common burden. The Canadian con- 
tribution may be small measured in absolute terms compared 
with the huge effort of the United States. But no country in 
the world of our size and position is doing more in practical 
terms to fulfill its international obligations and responsibili- 
ties, and we are doing it at a time when the development of 
new resources presents us with a great challenge and takes 
up much of our energy and our strength. 

We feel this effort is necessary because at this point in the 
middle of the twentieth century, Canada sees—across the 
Atiantic and the Pacific—an international picture full of 
tension and | grew danger, coming to sharp focus in Asia 
where actual fighting is going on. The search for peace 
dominates our national consciousness. It is a search which 
can only end in success— (and this is true even for the most 
powerful of states)—if it is undertaken jointly with others, 
and if all who share in it are equipped for the task—not 
merely with weapons, but with enimtoting and vision and 
steadfastness. 
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In my remarks I have mentioned three of the most 
important of the associations to which Canada belongs: the 
Commonwealth, NATO, the United Nations. Each of these 
has its distinctive contribution to make to the outcome of this 
search 


THE 


This uncommon—indeed unique—association of free and 
independent states is rooted deep in our history. In the con 
temporary world, it has an importance and a value which no 
one should underestimate in adding up the resources of the 
free world. , 

Unlike the United Nations, unlike NATO, the Common- 
wealth has no formal machinery, no treaty binding its mem- 
bers, no specific commitments. In its very freedom—and in 
its diversity—lies its power and the influence which it can 
wield for good in the world today. The sovereign countries 
of the Commonwealth are found in every continent, and 
contain vast populations, with ople of every race. This 
changing Commonwealth which links free Asia with the free 
West has proved its vigour and usefulness, not only to its 
own members but to the world by its capacity for solving 
practical ‘em and for adapting its outward forms to meet 
Ss. 


COMMONWEALTH 


new neec 

The modern Commonwealth is no narrow group aiming to 
improve its position at the expense of others. It is a widely 
representative association, aware of the great range of condi- 
tions throughout most of the world, seeking to find some basis 
on which national actions can be taken in the light of the 
needs of international cooperation; linking together Asia and 
the West when links of this kind are so sorely needed 


NATO 


Then there is NATO. Canada looks to NATO as the 
shield of its own defense in Europe and the Atlantic area, 
and as the nucleus of a community of peace-loving Atlantic 
states co-operating for the common good. NATO threatens no 
one, for none of its members has aggressive intentions. Its 
purpose is to reduce fear and tension in the face of threats 
and provocation. Whatever has been achieved to this end in 
Europe since 1949, is due to the determination of the United 
States and the other members of the NATO coalition to build 
and to maintain a powerful deterrent force against aggression 
in free Europe. 

That deterrent force is being built and will be maintained 
so long as it is necessary. As our contribution to it, since the 
autumn of 1951, the 27th Canadian Infantry Brigade has been 
stationed in Western Europe. Twenty-four ships of the 
Canadian Navy F ve been made available to the Supreme 
Aliied Commander, Atlantic. These will be increased until 
by 1954 they wii mwnber 52. Twelve jet fighter squadrons 
of the Royal Canadian Air Force—an Air Division—part of 
which is already overseas—will be stationed in Europe by next 
year 

We are also making a substantial contribution to NATO in 
the form of mutual aid to our allies and —— Increasing 
amounts have been made available in each budget since Sep 
tember 1950, and the appropriation for the current financial 
year amounts to about 325 million dollars. These appropria 
tions provide for transfers of equipment, the training of air 
crews of our other NATO partners, and other material aid 
where it is needed 

NATO, however, is more than a military alliance against 
aggression. While it came into being because it was eed 
that the United Nations was powerless at that time to provide 
the security we sought, it rests on foundations more durable 
than military strength alone. The force which unites the com- 
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munities of the North Atlantic area is not only a common 
danger; it is also a common history and a common tradition 
of freedom. To achieve our aims, economic and political 
stability must co-exist with military strength, for military 
strength bought at the expense of economic or political 
stability is illusory. 

Thus, from the outset, Canadian policy has aimed at ensur- 
ing that NATO should promote —— and progress in 
areas outside the purely military sphere. Progress in these 
areas has been disappointingly slow. We hope that it is, 
however, sure. We realize that it must grow from within, 
and cannot with success, be forced into any pre-concerved 
pattern. Its existence will not necessarily be hastened by the 
establishment of machinery or institutions for carrying out 
what we may be able, even now, to recognize as the ultimate 
scope of the Atlantic community. Progress will depend upon 
the growth of mutual confidence and understanding, rather 
than on procedures or committees. But progress in this field 
there must be if NATO is to survive the emergency which 
gave it birth. 

The progress already made in the establishment of our com- 
bined defense force to protect the North Atlantic area has 
gone a long way to develop a deep and pervasive confidence 
amongst NATO members. The habit of consultation and, 
perhaps more important, the habit of striving towards agreed 
solutions are having and, we hope will continue to have 
profound effects in other and wider spheres. 

Already in NATO one can sense a greater willingness to 
discuss together our wider problems which may not immedi- 
ately or directly affect the operations of the organization. 
Canadians recognize, however, that our concern and enthu- 
siasm for these longer-range developments in NATO do not, 
and should not alter or limit our participation in other asso- 
ciations for international co-operation. The fostering of the 
Atlantic community need not be at the expense of our Com- 
monwealth associations, or the obligations we have assumed 
as a member of the United Nations. 


UNiTEeD NATIONS 


In Canada, we have not forgotten that we share with the 
United States and fifty-eight other countries common member- 
ro in the United Nations. We continue to support the aims 
and purposes inscribed in its Charter. 

The principles of general collective security—and general 
collective welfare—remain the basis of our foreign policy. We 
are convinced—Korea is the proof—that aggression in any 
part of the world constitutes, in the long run, a threat to every 
other part. Our acceptance of this principle—or at any rate 
its application in practice—is qualified, as are so many things, 
by the available resources of the free world. To say we must 
use judgment in deciding how the collective security obliga- 
tions of the Charter can best be discharged does not mean that 
we can turn a blind eye to any act of aggression. It does mean, 
however, that those who share the responsibility of defending 
the free world must exercise the highest qualities of patience, 
intelligence, and conscience, in deciding where and how the 
limited forces at our disposal should be applied. 

But while we must recognize that collective action to meet 
aggression may have to vary according to circumstances, the 
collective response to aggression in Korea, and the adoption 
of the Uniting for Peace resolution of November 1950, are 
evidence of the growing determination of the majority of the 
members of the United Nations to work towaids the achieve- 
ment of the kind of collective security envisaged in the Charter. 
As an evidence of our own faith nearly twenty thousand 
Canadians have seen service, on land, on sea, and in the air, 
in the Korean area of operations. 
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The United Nations is also an agency of proven usefulness 
for the conciliation of political disputes, as well as for the 
organization of collective action against established aggression. 
We support it for this reason and also because it seq 
with its specialized agencies, numerous opportunities for inter- 
national co-operation in almost every form of economic, social, 
cultural, and humanitarian endeavour. It is an agency with 
important responsibilities for supervising the evohution to self 
government of many peoples now living in dependent status. 

Above all it is a world forum which gives its members—on 
both sides of the Great Divide—an organized means of negoti- 
ation and conciliation when the time and the nations are ripe 
for it, and when there are tangible indications that the will 
to seek peaceful solutions exists. 

The United Nations resolution on Korea united 54 nations 
of every continent, and illustrated in dramatic fashion the 
unique role which the United Nations can play in bridging 
differences between countries who share a common purpose. 
In other fields, equally relevant to the securing of peace in 
the long run—in the fields of technical, economic and socia! 
co-operation—work of lasting value has also been done. Efforts 
have steadily been made in United Nations and related «pro- 
grammes, to bridge the technological gulf between countries 
which received the greatest material gains from the advances 
of the industrial and scientific revolution, and their less 
developed neighbours in the world community; to increase 
world levels of food and industrial production; to eradicate or 
reduce disease and illiteracy; and to increase man’s powers over 
nature over a widening area of the globe. Like defense, such 
programmes—to which Canada has fully contributed—cost 
money. But they are a venture not in charity but in self-help 
and mutual aid; and they provide reciprocal benefits to the 
participants whether they be givers or receivers of aid; they 
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give grounds for rational hope and faith to millions of people. 

It will be seen that in the world situation in which Canadians 
find themselves, this peace which we seek, is compounded 
like things that are durable of diverse elements. For us, peace 
is not an uneasy pause between bouts of localized aggression, 
nor a slow retreat in the face of brute force. If that is what 
the Communist world means by ‘‘co-existence,’ there would 
be little point—for us—in “‘co-existing.” We do not seek 
merely “peace in our time’; but in the time of generations 
whose future is now in our hands. And above all, it must be 
peace on terms which free men can respect; not the “peace” 
of the concentration camp. 

The United Nations-NATO—the Commonwealth; in each, 
Canada participates and expresses its point of view; each 
moulds and ikem Canada's foreign policy. In the minds 
of Canadians there is no conflict in our obligations to these 
organizations and associations since they seek a common pur- 
pose. This common purpose is the achievement of a = 
gressive and peaceful world community in which freedom 
reigns. We are under no illusion that the achievement of this 
surpose will be anything but a slow and laborious process. We 
Lom that we shall at times find it difficult to keep our distant 
goal in sight. 

Today, Canada looks out on the world, with anxiety, but 
also with confidence—a confidence based on the progress made 
thus far in the search for peace through international co- 
operation; on the strength and on the fundamental wisdom of 
the nations with which her destiny is so closely linked; and 
on the faith that in collective action under the leadership of 
a powerful and peaceful United States of America lies the 
best hope for the future of the world community of which we 


area part. 


The International Situation 


BUDGETS AND TRADE MUST BALANCE 
By HERBERT V. PROCHNOW, Vice President, The First National Bank of Chicago, Chicago Illinois 
Delivered before The First National Bank of Chicago Conference, Chicago, Illinois, December 2, 1952 


[: AUGUST 1945, World War II ended. The summer 


sky that year looked down upon a distraught world. There 

was said disillusionment and deep weariness in the hearts 
of men. Thirteen miilion men lay dead. Great cities were 
vast piles of rubble. Currencies had been debauched. Nations 
staggered under debt with their savings dissipated. Millions 
of people were destitute, hungry refugees. For the second time 
in a generdtion, man has watched his social, economic and 
political structure crumble. 

Into that distress and devastation, the United States poured 
billions of dollars in aid to prevent dangerous unrest. That 
assistance took various forms between 1945 and 1948. From 
1948 to the present time, the assistance has been largely under 
the E. C. A. and M. S. A. We propose in these few minutes 
to see what has happened and what may logically be the next 


step. 

By the middle of 1952, industrial production in Western 
Europe was 40 per cent above prewar levels and agricultural 
output was about 12 per cent ahead of prewar. French pro- 
duction is now almost 50 per cent above prewar. Italian pro- 
duction is up 42 per cent; German production is up 44 per 
cent over prewar and 131 per cent since 1948. The United 
Kingdom is up about 29 percent over prewar, but only about 
12 per cent since 1948. 

On the records, the reconstruction of the industrial plant 


of Western Europe has made phenomenal progress. But that 
is not sufficient. If these countries are now to stand on their 
own feet, this increased production must help them to increase 
exports and reduce imports sufficiently to balance their accounts 
with all other nations. It is not enough to say that industrial 
production is restored if these nations cannot stand alone in 
a competitive world. To accomplish this, they must have sound 
management of their internal finances, with balanced budgets. 
This is the next imperative step for those nations that have 
not taken it. A nation may have the appearance of prosperity, 
but may actually be facing economic difficulties. Let me 
illustrate the problem. 

When a nation in Western Europe, for example, has an 
unbalanced budget, it is not taking as much money out of the 
pockets of the people in taxes as the government is giving 
the people. The people use the excess money to buy goods 
which forces prices higher. That means manufacturers try to 
import large quantities of raw materials to make into goods to 
sell at inflated prices in the country. Retailers also will import 
manufactured goods to sell at the inflated prices. Consequently, 
the imports of the nation rise, and it must pay other countries 
for goods imported. With its internal prices rising, it becomes 
more difficult to sell its own high-priced goods abroad. So its 
imports rise and its exports fall. The country is then squeezed 
tighter and tighter in an economic vise that will delay its 





444 


recovery and finally may seriously impair its finances. At the 
same time, the country may have full employment with every- 
one producing goods to sell in that country at inflated prices 
and profits, and with no one wishing to shift to the produc- 
tion of goods at lower prices that can be sold abroad to earn 
dollars. Thus, you have a paradox—a nation with high pro- 
duction, full employment, high wages, inflated prices, in- 
creasing imports but decreasing exports, and a_ steadily 
deteriorating financial position. The result finally is financial 
bankruptcy. So it is not enough to say that the production 
of a nation in Western Europe is up. The question is—are 
the internal finances of the nation sound? 

Every nation that has set up a sound financial program 
internally has had a remarkable recovery. Those that did not 
have had trouble. Look at some of these nations and the 
policies they followed. Belgium is an outstanding illustra. 
tion of a good financial program. It squeezed out its excess 
money supply. It followed a strict internal financial policy 
It led Western Europe in recovery. It undersold nation after 
nation. It now holds $718 million in gold compared to $573 
million in gold held, for example, in France. 

The Netherlands record has also been quite good. Germany 
has been another outstanding example Working hours there 
are long. No one would have guessed that the German reich- 
mark which was almost worthless would quickly become a 
good currency. The Occupation Authorities with the govern- 
ment of Western Germany destroyed approximately 90 per 
cent of the currency and savings accounts of the country. It 
was a hard measure, but it was successful. Today Germany 
has made remarkable economic progress. She will be a very 
difficult competitor, as Belgium has been, in world markets. 

The British situation, because of the tremendous losses of 
investments, markets and property in the War, has been very 
serious. We must be sympathetic with her, but her socialistic 
ventures were unfortunate. Free spectacles, wigs and teeth 
temporarily glossed over the necessity for hard economic 
masures. They diverted attention from Britain's urgent need- 
to produce more and more goods at lower and lower costs. 
There are those who say Britain is unfortunate because it has 
few raw materials to export. But they overlook entirely that 
Britain has a great resource—a pool of skilled labor, and 
that labor when put into manufactured goods at low costs is 
a highly exportable commodity. The present government has 
taken some of the first steps to strengthen its economic and 
financial situation. A year ago: Britain's complete collapse 
seemed but a matter of months at the rate it was losing its gold 
and dollars. In the year ended June 30, 1952, Britain's gold 
and dollar reserves fell from $3,876 million to $1,685 million. 
At that rate, it faced complete bankruptcy in nine months. 
Today at least that outflow has been partially stopped, and 
there is some hope because of better financial management. In 
fact, for November 1952, Britain reported a gain in its reserves 
of dollars and gold of over $128 million. 

If you were to come to this part of the world, you would 
also see the importance of sound financial management in 
nations. Canada has managed its economy well, and invest- 
ment funds have flowed into Canada from all over the world. 
In the last five years, Canada has reduced its tax load four 
separate times and has at the same time balanced its budget. 
Canada has no excess profits tax and no capital gains tax. 

On the other hand, Argentina, a great nation with a highly 
intelligent on gece oe substantial resources, is today beset 
with financial problems because of the manner in which its 
economy has been managed. The historical record of the last 
seven years clearly supports the view of those who maintain 
that nations like individuals grow stronger economically when 
they have the courage to follow sound Teeacial policies. 


VITAL SPEECHES OF THE DAY 


Great tests are now going on in Western Europe, in South 
America, in Asia, and in North America to see which nations 
have the qualities to survive, and which may be destined to 
die. The noted historian, Arnold Toynbee, studied twenty-six 
civilizations. Sixteen are now dead and nine of the remaining 
ten are broken down. History is filled with the record of 
nations that rose to power, and then died because their people 
lacked the courage, character and willpower to meet their 
problems. No nation in history has ever been invested with 
immortality. 

Weak nations talk of leisure; strong nations talk of work. 
Weak nations talk of spending and unbalanced budgets; strong 
nations talk of saving and balanced budgets. 

The time for gifts to Western a 9 should now be essen- 
tially over, and any aid should largely be in the form of loans. 
Nations which have not put their finances in order should be 
expected to do so. 

So much for the internal problems of foreign nations. Let 
us briefly look at a major external problem of foreign nations, 
which is the problem of selling their goods abroad. Their 
ability to sell goods abroad to earn dollars, depends in part 
upon our willingness to remove restrictions for the import of 
their goods into the United States. One of the greatest fallacies 
in American thinking is the belief that importing goods is 
bad for the United States. Unfortunately, the view seems to 
be widely held. We apparently believe that we are better off 
by giving away our steel, wheat, cotton and automobiles as 
gifts. It is an unbelievable philosophy—this unwillingness 
to take goods in return. But it is significant that both the 
American Farm Bureau Federation and the National Grange 
have begun campaigns to bring down trade barriers. Busi- 
ness associations are also active in this direction now. 

The familiar argument for restricting our imports is that 
low-priced labor in other parts of the world can produce goods 
so cheaply that our people will be put out of work and our 
factories will be idle. The facts contradict that view. We 
produce a large part of the world’s goods at a lower cost— 
not a higher cost—than any other nation. That's why other 
nations buy here, and that’s one reason why they are short of 
dollars. But let's forget these facts. At the risk of over- 
simplification, the answer to this viewpoint can be given in 
one sentence. When someone says that if we permit foreign 
goods to enter our markets, American labor will be unem- 
ployed and our markets will be flooded with foreign goods, 
ask that person one simple question—What can the foreign 
seller do with the large number of dollars it is alleged he 
will receive from selling goods in our markets? There is only 
one answer, The answer is that the foreigner can only spend 
dollars finally in the American market. For every dollar a 
foreigner receives for goods he sells here, he must spend a 
dollar for goods in this market. This problem of balancing 
world trade between nations is today a major factor in the 
life or death of nations, and it is one of the two or three 
great problems of our time because some countries must sell 
25 = more per cent of their total production abroad in order 
to live. 

A teacher once asked each eighth-grade student in a spell- 
ing test to name his father's occupation and spell the word. 
The first student said, ‘Banker. B-A-N-K-E-R.”” The second 
said, ‘Electrician. E-E-L. No, I think it’s E-L-R.” The 
teacher said, “Think it over. I'll come back to you.” The 
next student said, “Bookie. B-O-O-K-I-E, and I'll bet you 
2 to 1 the other kid can’t spell electrician.” I suppose one 
could bet 2 to 1 that we will not change for some time our 
unwillingness to import freely. But it is equally certain that 
eventually our views will change, for they are economically 
unsound. For we, too, must give away goods free or sell 
abroad billions of dollars of goods to keep our economy going. 
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One out of every three bushels of wheat; one out of every three 

unds of lard; four out of every ten bales of cotton; one- 
ourth of our tobacco; one-fifth of our tractors; one-tenth of 
our farm machinery; one out of every six trucks; hundreds of 
millions of dollars of heavy machinery, automobiles, trucks 
and equipment from Illinois, Indiana, Ohio, Michigan and 
Wisconsin alone—all these and many more of our goods must 
move to foreign markets. In 1952, the United States will 
ship $21 billion in goods abroad, and will import $15 billion. 
The difference, or $6 billion, represents gifts for which the 
American taxpayer will pay and for which he will get no goods 
in return. How long will the American taxpayer feel that 
this is sound business? Obviously, the business of the world 
is not on a sound bas‘s until trade moves both ways. 

In this critical period, world oe is clearly in our 
hands. Our machine civilization is irresistibly pushing its way 
into every corner of the world. At a thousand crossroads in 
the world today there are radios, soap, corn flakes, fountain 
pens, batteries, elevators, road machinery, tractors, automobiles, 
trucks and refrigerators that came from American factories. 
Our machines are weaving the economic life of the world into 
a single fabric. Perhaps America’s businessmen and not her 

liticians hold the key to the solution of the world’s prob- 
ems. Perhaps the 140,000 people that are added every week 
to the population of Southeast Asia and the two-thirds of the 


445 


world’s people with an income of only $30 to $150 per person 
each year, will eventually be fed, clothed, and sheltered 
through the genius of American business leadership. 

While the jungles of Africa may not go down tomorrow 
before an avalanche of American automobiles; while the 
people of Peru may not eat an American breakfast food tomor- 
row that s and crackles as they pour on the cream; and 
while the people of India may go through life ignorant of the 
social advantages of Listerine and Lifebuoy, nevertheless, and 
speaking seriously, balanced world trade—imports and ex- 
ports—is imperative to a stable and peaceful world, where 
Americans and others are not to be called upon to die in 
wars every twenty-five years, but where poon can exchange 
their goods freely, raise their standards of living, and work 
and hope with faith in the future. 

We have discussed the subject hurriedly because of the 
limitations of time. There is a story that two buzzards were 
flying over a western state, when a big jet plane went by at 
500 miles per hour, shooting out flame, smoke and fire. One 
buzzard turned to the other and said, “Boy, that bird was 
certainly in a hurry.” The other buzzard said, ‘Listen, son, 
you'd be in a hurry too if your tail was on fire!’ Gentlemen, 
I have spoken very hurriedly, but if you had been given this 
assignment to complete a discussion on the international situa- 
tion in fifteen minutes you would have been in a hurry, too. 


American Business and the Independent College 


THE FUTURE SUPPLY OF HUMAN RESOURCES 


By LOUIS B. LUNDBORG, Vice President, Bank of America, San Francisco, California 
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form; and it is heartwarming now to come back here and 
find two groups of old friends joining hands and making 
common cause in a major effort. 

If these two, the independent colleges and the Chamber of 
Commerce, have not always looked down the same gun barrel, 
it was because they didn’t realize they were both pointing at 
the same targets. 

The first and most obvious target is no small one, even 
though it is the least important; that is the comme concern 
for the welfare of Oregon's institutions of higher learning, 
just as cultural assets of the community. Portland as a city 
has a rich heritage of New England influence in its back- 
ground; and like your New England progenitors, you have 
had the benefit of, living in an atmosphere of culture and 
learning. Portland has been recognized as one of the western 
centers of education and culture; that fact has not only enriched 
your own lives, but it has helped to attract here, and to hold 
here, a higher type of population—people who have con- 
tributed more to the progress of your own firms and of the 
community generally. 

In that connection, studies by the Chamber of Commerce 
of the United States have shown that there is a direct correla- 
tion between the educational level of a community and the 
standard of living in that community; that where the educa- 
tional attainments and the expenditures for education are high, 
there the earning power and buying power of the people and 
the consumer spending are also high. Business, therefore, 
derives a direct dollar return from the dollar spent on edu- 
cation in its backyard. 

That is true of education generally. But for today’s purpose, 
I want to focus our sights on a more specific target-—higher 
education, and even more specifically, the independent college 


I‘ HAS been nearly five years since I stood on this plat- 


and university, and the dependence of business upon these 
institutions for one of its principal ingredients—the one I 
have called “The Fourth ‘M’.” 


THE Four ‘M's’ 


We often say that to maintain an industrial plant or an 
industrial economy we must have four main ingredients: 
Money, Materials, Machinery—and Manpower: the Four M's. 
The most essential of all is Manpower—our human resources 
are the most valuable resources we have. The so-called “natural 
resources’ are never worth much without the energy, drive, 
and ambitions of people. Yet these human resources often 
seem to appear at the end of the list, and to get only the 
leftovers of attention. 

With all three of the other ingredients, we recognize that 
we're dealing with perishable resources, and we take pains to 
protect our future supply. 

We set up reserves (if the tax laws will let us) to take 
care of future money needs. We forecast our cash require- 
ments, arrange lines of credit and make other provisions to 
guarantee that we shall always have money when we need it; 
then we have treasurers, controllers, auditors and others who 
watch our performance like hawks, to make sure we don't im- 
pair our capital or our credit. 

With materials we do the same—we are always looking 
ahead to future sources of supply. You here in the Northwest 
are the best examples of that—within a day's drive of Portland 
there are 236 tree farms, with more than 6,000,000 acres 
planted to trees—planted as a part of the lumber industry's 
any to see that there will be a perpetual supply of timber 
or the sawmills, for the paper mills, and for all the needs 
of the wood product industries. 

And with machinery we do the same—we not only have 
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orderly plans for depreciating and replacing worn out or 
obsolescent equipment, but we spend millions on research and 
development of new machines that will do our work better, 


faster and cheaper 
HUMAN ReEsouRCES TAKEN FOR GRANTED 


But what do we do about our most priceless ingredient, our 
human resource? Probably it is because we take it for granted 
that we don't seem to have the same forethought—as long as 
there is any market to produce for, there will be people; and 
if we just pay enough we can always hire all we need. Maybe 
so—but not the kind of manpower I'm thinking about. I'm 
talking about the creative, productive group of people, out of 
whom business must find its future executive, administrative 
and supervising talent—people with the skills, the capacity and 
the understanding required to lead people and to build or- 
ganizations. 

Those industries that require highly technical skills have 
been recognizing this problem, and have been looking to the 
colleges and universities for their technical personnel—they 
actually proselyte among the best of the graduating classes; the 
oil companies seeking geologists, the electrical manufacturers 
needing engineers, the chemical industries needing chemists 
and the like. 

Meanwhile, business all over America spends millions on its 
own internal training programs at every level—teaching people 
how to run machines, teaching foremen how to supervise the 
people who run the machines, teaching others to supervise the 
foremen, and even in teaching top management officers how 
to become executives 

All of that is evidence that business recognizes the present 
value of its human resources—-and recognizes the value of 
training in specific skills, techniques and disciplines. What 
is not so certain is that business has reckoned with where the 


future supply is coming from; or that it has recognized that 
training in special skills is not enough. 


SPECIAL Ski_ts Nor ENOUGH 


It is not enough to have engineers who can design factories 
and power plants and transportation systems; it is not enough 
to have men trained in finance, in marketing, in supervision 
and control. The world in which we are living-and operating 
is becoming too complex to depend on those skills alone. 

To understand the place of his business in the modern 
world, an executive must understand that world itself—the 
world forces that affect his market and his source of raw mate- 
rials; to get the best results from his employes in modern 
large-scale employment, he must know something of human 
dynamics, to gain public acceptance and public sufferance for 
his operations, from his neighbors in his plant community, he 
must know something of socjal psychology. It calls for a 
high order of man—a man in the habit of thinking freely, not 
just by pattern; a man whose thinking is based on broad under- 
standing—-in other words, we are talking about an educated 
man, a man with a liberal education. 

Executives are trained, in administration, to break things 
into pieces, to delegate those pieces to others to do, and then 
to supervise those delegated. “Analyze, deputize, supervise’ is 
one of the credos of administration. But we need more than 
that. If the leaders of tomorrow are to have vision, they must 
also be able to see things whole—to see things in relation 
to the larger world rather than just in relation to their smaller 
pieces. That is one of the functions of a liberal education 
without which a man cannot truly lead in the modern world. 

He may get his education without going to college, as many 
learned men have; but he will not have in his hands all the 
tools of leadership unless he has that education. And the 
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liberal arts college is the fastest, surest and cheapest way to 
provide the education. ’ “1 

We have only to look at the summary of “Who's Who,” or 
at Havemann’s book “They Went to College,” to see the cash 
value to the man himself of a college degree. A study of 
33,500 executives shows that 88% are college-trained—and, 
incidentally, 71% came from the independent colleges and 
universities. But business makes its biggest dividends on its 
higher paid personnel—they contribute more, they do more 
per dollar paid, they are missed more when they leave, because 
they leave the biggest hole. So if college-trained people make 
more money for themselves, so do they for their employers. As 
Henry Ford II has said, in noting that earnings increased as 
education increases, “the individual who becomes more valu- 
able to himself also becomes more valuable to society as a 
whole—to all the rest of us.” 


EVERYONE USES THE PRODUCT 


There are many self-educated leaders; but in one sense, 
all educated people are self-educatd—in another sense, no one 
is entirely self-educated. We are taught by exposure to many 
things; to teachers, to books, to other students, to other edu- 
cated people; and we are taught by life itself. The receptive 
mind may learn, will absorb, from all these influences. But 
it is only fair to give credit where credit is due: most self- 
educated people have made use of materials that have been 
developed within the field of formal education. And we in 
business, who conduct training courses that we think we have 
designed and tailored ourselves, are constantly using tech- 
niques, as well as texts and other materials, that come out of 
the academic world. So, again, not only are we in business 
indebted for past contributions, but unless we want to remain 
static, we are dependent upon our colleges and universities to 
keep pushing back the frontiers of knowledge. 

In everything we do in business—in the technology of seek- 
ing out new products, new raw materials, new methods; in our 
employe relations, our advertising our public relations, in our 
marketing, distribution, transportation—everywhere in our 
business process, we are in daily dependence upon ideas, upon 
knowledge that was first revealed in the laboratories of our 
colleges and universities, and then was taught and made under- 
standable in the classrooms of colleges and universities. Much 
of it started as “useless’’ research—but it is the kind of funda- 
mental knowledge that unfolds in “useless” research that not 
only has made possible such military resources as the atomic 
bomb and radar, but has formed the basis of entire new peace- 
time industries—the antibiotics, the plastics, the electronics, 
and countless other industries. The butterfly-chasing professor, 
with his writings on the love life of the mosquito, used to be 
a standard joke; but where would DDT and chlordane be 
without the understanding gained in such research? 

It is not just in the fields of science and technology, though, 
nor in the special training of people for specialist, vocational 
roles, that the colleges and the Chamber of Commerce have 
their most important common target: it is in the maintaining 
of a climate of freedom, in which free enterprise can exist. We 
need to remind ourselves occasionally that freedom is one 
and indivisible—that the several freedoms are inseparable. We 
in business have said that, in defense of freedom of enter- 
prise; and we have pointed to countless examples in history, 
in which government has started with regimentation of busi- 
ness, and has ended with tyranny over people's lives. But 
it is possible that we have had the cart before the horse, 
because the reverse is equally true—that all the freedoms 
depend up on a will to freedom—an atmosphere in which 
men have a desire to be free and to work out their destines 
by their own efforts. When men recognize that it is the inter- 
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play of free minds, with only such refereeing as is needed 
to insure against trespass, that has made for human progress, 
then freedom of enterprise can flourish along with freedom 
of worship, of the press, of assembly and all the other precious 
freedoms. 


THE COLLEGE AND THE CLIMATE OF FREEDOM 


And in all this process, the independent college may be 
our most vital bastion. In those countries of the world where 
the lamp of freedom has been snuffed out, government has 
first made the colleges and universities subservient to its 
will; Russia and Germany are good examples. And the 
countries where that has happened are the countries in which 
independence of learning had not been strongly established. 
Even in England, the road toward socialism has been paved 
by government domination of the great universities. 

With our modern emphasis on science and technology, I 
might well quote Dr. Henry Wriston, President of Brown 
University, who has said, “Two wars revealed the weaknesses 
of German scholarship: magnificent in precision, impressive 
in thoroughness, it was markedly deficient in a sense of 
values.” 

In this country, we have been very fortunate in the way 
in which our state-supported institutions have maintained 
their integrity and their independence. But it has not been 
an accident: there can be little doubt that the presence of a 
competitive system of private colleges has been a major factor 
in protecting our state institutions from political domination, 
political pressures or interference. As long as the independent 
colleges are free to speak, few have dared, and no one has 
succeeded for long, in bending our state institutions to 
political use. 

Even aside from the dangers of political manipulation, 
there is another inevitable comparison between the public 
and the private institution, that highlights the importance of 


keeping the private institution in the picture. There is bound 


to be pressure on the public institutions to be F pes yl 
to train men and women for special professional and voca- 
tional fields; and pressure to take students in unlimited num- 
bers. Unless we are to go the way of pre-war Germany, some- 
one must provide for the roundedness and wholeness of a 
liberal education. 

It is the independent liberal arts college, and especially 
the small one, with intimate contact between student and 
faculty, that has always pointed toward the true goals of 
education. The private colleges were the first to be organ- 
ized; they laid down the pattern of higher education in this 
country; and they are generally considered to be the standard- 
setters today. 

Why are we so concerned over the future of the private 
colleges and universities? Why shouldn't they compete suc- 
cessfully with the tax-supported public institutions? 

There's no reason why they shouldn’t-—but the job isn’t 
easy. 


FINANCIAL CRISIS IN INDEPENDENT COLLEGES 


The private college is in a state of financial crisis. It is not 
because income has not increased—it has, and substantially ; 
but colleges are caught in a peculiar kind of squeeze. Private 
institutions have always been supported in large measure by 
endowments and gifts. No alumnus of any of our colleges 
and universities ever paid his way, the full amount of his 
bill, for the cost of his education. A large part was always 
es from endowments or from annual gifts by men who 

lieved in higher education. 

But the rate of income on these endowments is less than 
what it was 20 years ago. So whereas endowment provided 
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as much as 25% of the income of our private institutions 
before the war, now they get only 12%, or less than half as 
much, from that source. 

Tuition fees now represent 70% of the income of the 
1,200 private colleges and universities in America. Those fees 
have been increased by an average of 50%, and are, prac- 
tically speaking, at a ceiling—they are in danger of pricing 
these colleges out of the market they should serve. If the 
independent institutions were interested only in staying in 
business, and not in fulfilling their true mission, many of them 
could probably double their prices, shrink down their costs 
by shrinking their student load, and hence ‘do a comfortable, 
profitable little business. But it wouldn't be a college—it 
would be a country club, where admission would be gauged 
on ability to pay instead of ability to learn. The enriching 
of our American life, that has come from the educating of 
talented young men and women who lacked financial resources, 
would all be gone. 

And meanwhile, other things have happened: the value 
of the endowment and tuition dollars has been cut in half 
or less, as compared with the day when the endowments were 
established; and both through inflation and through other 
causes, the cost of everything the college must do has doubled 
or trebled. Administration costs have gone up 100%, prop- 
erty and maintenance costs have risen even more. So the 
colleges need two dollars for every one they used to have. 
If teaching costs have gone up less than 100%, its is only 
because teachers’ salaries have lagged behind to the point 
where it is not only grossly unfair to the teachers, but it is a 
threat to the future supply of teachers. Teachers, no matter 
how dedicated to their calling, cannot be blamed if their 
families’ needs lead them to accept more tempting offers in 
industrial research and other idler in the tax-supported 
institutions. Education cannot rise very far above the level 
of its teaching; and if the independent colleges and univer- 
sities are to provide the stimulus, imagination and leadership 
that our society expects of them, it will have to come from 
people, not out of stone and mortar alone. 

And even the stone and mortar are problems. 80%, of the 
plant of the private colleges is 20 years old or older, mean- 
ing that it is relatively inefficient to operate. By comparison, 
the oy institutions are in better shape—60°%, of their plant 
has been built since the early 1930's. 


DANGER AND OPPORTUNITY 


All these are the ingredients of a crisis. But the Chinese 
long ago learned that a crisis has two parts: the Chinese 
character for ‘crisis,’ I am told, is pol of two separate 
characters—one stands for ‘‘danger,” the other for “oppor- 
tunity.” And that is the condition of our private colleges and 
universities today. It is not a time for despair at all, because 
the opportunities in this crisis far outweigh the dangers. 

It is first a great opportunity for the colleges themselves. 
The necessity of going out into the market place, of broad- 
ening the base of their support, is not an unhealthy plight, 
but can be a vigorously democratizing experience. It is an 
oppostunity to carry education and the freedom ag aye a 
out to all the people, at a time when those concepts in their 
truest sense have been neglected. 

But it is most of all an opportunity for the rest of us- 
and I mean us in business, in the -Chamber of Commerce. 
Because this is really our concern. 

I could speak in broad general terms of the social respon- 
sibility of the corporation—the corporation which has benefited 
so richly from the sanctions society has granted it. But cor- 
porations have already shown that they recognize this social 
responsibility—they have discharged it generously in their 
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support of charities and other philanthropies. We are not 
tafing here just about social conscience, nor about charity: 
we are talking about the self-interest of corporations, in invest- 
ing in their own future well-being. The corporation today is 
the major beneficiary of the product that the college or uni- 
versity manufacturers—the trained mind. It is also the primary 
beneficiary of the related product that the independent college 
and university helps to produce—the climate of freedom. 

So this is not even a matter of giving—it is a matter of 
seizing an opportunity, of investing in a double-barreled 
service: a service to ourselves and a service to our community, 
all in one. I know of no better instrument for constructive 
public relations. 

There is nothing new about corporate contributions to inde- 
pendent colleges and universities. Grants for research, for 
scholarships and for fellowships, are common, and run into 
the millions annually. 


RESEARCH Is DONE BY MEN 

But that is not enough. It’s not enough to give at the 
periphery, by supporting research. Research is done by men; 
and if we are to have research in the future, we must be con- 
tinuing to train men. That means not only their final pro- 
fessional studies, but all the basic work that has prepared 
them for their professional courses. Much of what is letee 
done now is a harvesting operation, or more correctly, a 
mining operation. Men are being hired away from colleges 
to do research and development, or colleges are being subsi- 
dized to do the research, thus skimming off the cream—har- 
vesting. the fruits of all that has been » de to train the men 
so that they would be available; but putting nothing back to 
provide for future training. 

Even scholarships and fellowships are in this class, because 
they pay only the student's share of the cost, not the whole 
cost. 

But now, in recent years, there has grown a recognition 
that these grants and gifts were not enough; that if we wanted 
the fruit, we had to keep the tree alive—if we wanted trained 
men, we had to keep alive the colleges and universities where 
they were to be trained. 
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Corporation leaders, knowing it was in the best long-range 
interest of their companies to step in and help, at first were 
hesitant about stockholders reaction. But when a few cou- 
rageous business statesmen like Alfred P. Sloan, Laird Bell, 
Frank Abrams, Henry Ford II, Irving S. Olds, Beardsley Ruml 
and Walter Paepcke stepped forward to lead the way, they 
found, as leaders often find, that their people were ready to 
support them and were only waiting for leadership. 

I have always believed that business was justified in not 
contributing to a philanthropic cause unless the people showed 
that they, personally and individually, believed in it and were 
willing to make some personal contribution to it. So it was 
only fair that alumni, po and other individual believers 
in the independent college should point the way. But that 
they now have done—by the hundreds of thousands. Their 
annual contributions today have been the principal life-saver 
of many an institution. But the difference between subsistence 
and a really vital, significant force is the difference that busi- 
ness can make. I know of no colleges or universities anywhere 
that are asking business to take over the whole burden of 
financial support—they are asking only that business and in- 
dustry put back, like a farmer putting fertilizer back into the 
soil, some part of what they have taken out in trained man- 

wer, in research results and otherwise. They are asking 

usiness only to bear a share of the costs, along with the 

other groups who are working for the maintenance of our 
independent institutions. And that is what business leaders 
all over America, led by the industrial statesmen I have men- 
tioned, are now banding themselves together to do. 


A CHALLENGE TO FREE SOCIETY 


I have heard it seriously proposed that we might have to 
let the smaller colleges go by the board; that we might have 
to select a few strong ones in each area to support, and let 
all the others go, because there just wouldn't be private 
money enough to carry them all. The same people who make 
that proposal have never doubted that there would be tax 
money enough to absorb into public institutions all the stu- 
dents who would then be turned away from the closed colleges. 
It reminds me of the old fable of the Russian peasant whose 
sleigh was surrounded by wolves while he was driving his 
family through the woods. Thinking to save himself, he 
tossed one of his children, and then another, out to the wolves, 
hoping thereby to stave off the hungry wolves until he could 
get to safety. But you know what happened—it always does— 
the wolves simply had their appetites whetted—and so they 
ate him and his whole family. 

To think of abandoning any college on that basis is a 
philosophy of expediency and of defeatism—that isn’t worthy 
of a free people. And it isn't necessary. With the wave of 
po ular support that is building up, there is no reason to 

ieve that we are not going to carry out liberal arts colleges 
to new heights of distinction. 

If the guiding and shaping of human progress and human 
betterment can’t be supported privately—if it can’t be a 
voluntary thing—then our free society is finished. What is 
more nearly at the heart of such guiding and shaping of the 
world than our higher education? If the effort, the thinking, 
the study, the working together, and the teaching of things 
that make for a better world, must all be done on government 
time and at government expense, then it must follow that it 
will be done on the government's pattern and the government's 
terms. 

If we no longer have the stamina to believe that we can 
carry the load of this, our most vital function, ourselves— 
then we're through. 

But I don't believe it. 





